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PREFATORY NOTE TO THE FIRST EDITION. 


The statutory provisions relating to income-tax are con- 
tained in Parts I and TI of this Manual. Part I contains 
the Income-tax Act and the relevant poidion of the Finance 
Act, and PaiT II contains the rales made nnder the Act. 

Part III contains instrnctions and notes designed to 
assist income-tax anthoi’itics in the determination of ques- 
tions whicJi are bound to arise in assessments under the new 
Act. The.se instructions and notes have no statutory force 
but income-tax authorities should conduct assessments in 
accordance with them until they are cancelled or amended, 
unless ill any particular instance the Income-tax Commis- 
sioner should desire to suspend action on any particular 
instruction pending a representation to the Board of Inland 
Revenue. 

V"' jK' 

In the marginal references “ R. ” means a rule in Part 
II, S a section of the Act in Part I, and ” P ” a 
paragrapli in Part III of tlie Manual. 

Snn.A ; 

The. 10th April 7922. 


G. G. SIM, 

Member, Board of Inland Revenue, 
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SNCOMErTAX 




ACT No. XI OF 1922, as subsequently amended. 


An Act to consolidate and amend the law relating to 
lncome-tao 2 and Su'per-tax. 

' Whereas it is expedient to consolidate and amend the 
law relating to Income-tax and Super-tax; It is hereby 
•enacted as follows : — 

1. (I) This Act may be called the Indian Income-tax 
Short title, extent Act, 1922. 

and commencement. 

{2) It extends to the whole of British India, including P. 1. 
British Baluchistan and the Sonthal Parganas, and applies 
•also, within the dominions of Princes and Chiefs in India 
in alliance with His Majesty, to British subjects in those 
dominions who are in the service of the Govermnent of 
India or of a local authority established in the exercise of 
the powers of the Governor General in Council in that 
behalf, and to all other servants of His Majesty in those 
■dominions. 

(5) It shall come into force on the first day of April, 

1922. 


2. in this Act, unless there is anything repugnant in 

Definitions. t^e subject 01’ context, — 

(1) “ agricultural income ” means — P. 2. 

{a) any rent or revenue derived from land which is 
used for agricultural purposes, and is either 
assessed to land-revenue in British India or 
subject to a local rate assessed and collected 
by officers of Government as such ; 

(&) an}’- income derived from such land by — 

{i) agriculture, or 

(m) the performance by a cultivator or receiver of 
rent-in-kind of any process ordinarily em- 
ployed by a cultivator or receiver of rent-in- 
kind to render the produce raised or received 
by him fit to be taken to market, or 

■{Hi) the sale by a cultivator or receiver of rent-in- 
kind of the produce raised or received by 
him, in respect of which no process has been 

B 2 
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performed other than a process of the nature- 
described in sub-clause (w); 

(c) any income derived from any building owned and 
occupied by the receiver of the rent or revenue 
of any such land, or occupied by the cultiva- 
tor, or the receiver of rent-in-kind, of any land 
with respect to which, or the produce of which, 
any operation mentioned in sub-clauses (n) and 
(iU) of clause (b) is carried on : 

Provided that the building is on or in the immediate 
vicinity of the land, and is a building which the receiver of 
the rent or revenue or tlie cultivator or the receiver of the 
rent-in-kind by reason of his connection with the land, 
requires as a dwelling-house, or as a store-house, or other 
out-building ; 

(S) “ assessee ” means a person by whom Income-tas: 
is payable; 

(5) ” Assistant Qommissioner ” means a person ap- 
pointed to be an Assistant Commissioner of Income-tax 
under section 5 ; 

(4) “ business ’’ includes any trade, commerce, or 
manufacture or any adventure or concern in the nature of 
trade, commerce or manufacture; 

^{4A) ” The Central Board of Revenue ” means the 
Central Board of Revenue constituted under the Central 
Board of Revenue Act, 1924; 

(5) “ Commissioner ” means a person appointed to be 
a Commissioner of Income-tax under section 5. 

.4* “ company ” means a company as defined in the 

Indian Companies Act, 1913, or formed in pursuance of 
an Act of Parliament or of Royal Charter or Letters 
Patent, or of an Act of the Legislature of a British posses- vn o2- 
sion, and includes anj’- foreign association carrying on 
business in British India whether incorporated or not, and 
whether its principal place of business is situated in British 
India or not, which the Central Board of Revenue may, 
by general or special order, declare to be- a company for the 
purposes of this Act; 

* This clause was inserted by the Central Board of Eevenue Act, 1924 (IV 
of 1924). 

t Amended by the Central Board of Revenue Act, 1924 (IV of 1924);- 
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IX of 
1872. 


*(6A) “ firm partner and “ partnersliip ” have 
tlie same meanings respectively as in tfie Indian Contract 
Act, 1872; and 

(7) “ Income-tax Officer means a person appointed 
to be an Income-tax Officer under section 5. 

(5) “ Magistrate ” means a Presidency Magistrate or 
a Magistrate of the first class, or a Magistrate of the 
second class specially empowered the Local Government 
to try offences against this Act; 

(9) “ person includes a Hindu undivided family; 

(10) “ prescribed ” means prescribed by rules made 
under this Act; 

(11) “ Previous year ” means — p, 6„ 

(a) the twelve months ending on the 31st day of March 

' next preceding the 3'^ear for which the assess- 

ment is to be made, or, if the accounts of the 
assessee have been made up to a date within the 
said twelve months in respect of a year ending 
on any date other than the said 31st day of 
March, then at the option of the assessee the 
year ending on the day to which his accounts 
have so been made up : 

Provided that, if this option has once been exer- 
cised by the assessee, it shall not again be 
exercised so as to vary the meaning of the 
expression “ previous year ” as then appli- 
cable to such assessee except with the consent 
of the Income-tax Officer and upon such condi- 
tions as he may think fit ; or 
(&) in the case of any person, business or company, 
or class of person, business or compan}^ such 
period as may be determined by the Central 
Board of Eevenue or by such authority as the 
Board maj^ authorise in this behalf. 

(1£) “ principal officer,” used with reference to a local p, 8, 
authoritj^ or a company or any other public body or 
association, means — 

(a) the secretary, treasurer, manager or agent of the 
authority, company, bodj'" or association, or 


* Inserted ty the Income-tax (Amendment) Act, 1930 (XXI of 19.30). 
t Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
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(&) any person connected with the authority, company, 
body or association upon whom the Income-tax 
Officer has served a notice of his intention of 
treating him as the principal officer thereof ; 

{13) “ public servant ” has the same meaning as in the xlVoj 
Indian Penal Code; - 

{14) registered firm ’ means a firm registered under 
the provisions of section 26 A ; 

{15) “ total income ” means total amount of income, 
profits and gains from all sources to which this Act applies, 
computed in the manner laid down in section 1 6 ; and ' 

{16) “ unregistered firm ” means a firm which is not a 
registered firm. 


CHAPTER 1. 

Charge of Income-tax. 

P, 2, 6, 3. Where any Act of the Indian Legislature enacts that 

11, 12, , . income-tax shall' be charged for any 

13, 14, year at any rate or rates applicabJe 

15. to the total income of an assessee, tax at the rate or those 
rates shall be charged for that year in accordance with, 
and subject to the provisions of, this Act in respect of all 
income, profits and gains of tlie previous year of every 

individual, Hindu, undivided family, com'pany, firm, and 
other association of individuals, j; 

P. 13, 15, 4. (I) Save as hereinafter provided, this Act shall 

16. . . apply to all income, profits or gains, as 

Application of Act. i m i * i • i.- 

described or comprised m section 6, 
from whatever source derived, accruing or arising, or 
received in British India or deemed under the provisions of 

* Amended by the Income-tax (Amendment) Act, 1930 (XXI of 1930). 
t Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
t Note. — The amendments made in Sections 3, 55 and 56 of the Act by 
the Indian Income-tax (Amendment) Act, 1924 (XI of 1924) shall have effect 
as if they had been made on the first day of April 1923, and income-tax and 
super-tax shall be deemed to have been chargeable for the year commencing 
on that date and to be chargeable for the jmar commencing on the first day 
of April, 1924, at the rate or rates applicable for those years to the total 
income of an individual, in respect of the income, profits and gains and of 
the total income, respectively, of every Association of individuals for -which 
no rate of tax has been otherwise laid down by la-v'. 


P. 9. 

P. 10. 

E. 2-6. 

F. 11. 


F. 10. 
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ithis Act to accrue, or arise, or to be received in British 
India. 

i 

(S) Profits and gains of a business accruing or arising p. 15, 
without British India to a person resident in British 
India^' shall, if they are received in or brought into British 
India, he deemed to have accrued or arisen in British India 
and to he ^profits and gains of the year in which they are 
so rficeivfid or brought, notwithstanding the fact that they 
did not so accrue or arise in that year, provided that they 
are so received or brought in within three yeats of the end 
of the year in which they accrued or arose. 

Explanation. — ^Profits or gains accruing or arising 
without British India shall not be deemed to be received or 
brought into British India •within the meaning of this sub- 
section by reason only of the fact that they are taken into 
account in the balance sheet prepared in British India. 

(5) This Act shall not apply to the following classes of P. 2% 
income ; — 61. 

(«') Any income derived from property held under P. 19. 
trust or other legal obligation wholly for re- 
ligious or charitable purposes, and in the case 
of property so held in part only for such pur- 
poses, the income applied, or finally set apart 
for application, thereto. 

(ii) Any income of a religious or charitable institu- P. 19* 
tion derived from voluntary contributions and 
applicable solely to religious or charitable 
purposes. 

(m) The income of local authorities. 

(iv) Interest on securities which are held by, or are P. 20, 21. 
the property of, any Provident Fund to which 
the Provident Funds Act, 1897, applies,! 

1 ^ 07 * -if; jVj 

(v) Any capital sum received in commutation of the F. 20. 
whole or a portion of a pension, or in the nature 
of consolidated compensation for death or 
injuries, or in payment of any insurance policy, 

* Amended by the Income-tax (Further Amendment) Act, 1923 (XXVII 
of 1923). 

t Repealed by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
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P. 22. 


P. 23. 


P.2. 

P. 20-A. 


P. 24. 




or as the accumulated balance at the credit of 
a subscriber to an}^ such Provident Pund. 

(?;*) Any special allowance, benefit or perquisite 
specifically granted to meet expenses wholly 
and necessarily incurred in the performance 
of the duties of an office or employment of 
profit. 

{vii) Any receijDts not being receipts arising from 
business or the exercise of a profession, voca- 
tion or occupation, which are of a casual and 
non-recurring nature, or are not by way of 
addition to the remuneration of an employe, 

{mil) Agricultural income. 

*{ix) Any income received by trustees on behalf of a 
recognised provident fund as defined in clause 
{a) of section 58- A. 

In this sub-section “ charitable purpose ” includes re- 
lief of the poor, education, medical relief, and the advance- 
ment of any other object of general public utility. 


CHAPTER II. 

Income-tax Authorities. 

5. (2) There shall be the following classes of Income- 
, , tax authorities for the purposes of this 

income-tax authorities. * , , i i 

Act, namely ; — 

(o) the Central Board of Revenue, 

(5) Commissioners of Income-tax, 

(c) Assistant Commissioners of Income-tax, and 

(d) Income-tax Ofiicers. 

•j-* # 

1(5) There shall be a Commissioner of Income-tax for 
each province who shall be appointed by the Governor 
General in Council, 

* Inserted by the Income-tax (Provident Funds Relief) Act, 1929 (XIT of 
1929). 

■ t Repealed by tlie Central Board of Revenue Act, 1924 (IV of 1924). 
t Amended by the Income-tax (Amendment) Act, 1928 (XVI of 1928). 
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(4) Assistant Commissioners of Income-tax and Income- 
tax Officers shall, subject to the control of the Governor 
General in Council, be appointed by the Commissioner of 
Income-tax by order in writing. They shall perform 
their funetions in respect of such classes of persons and 
such classes of income and in respect of such areas as the 
Commissioner of Income-tax may direct. The Commis- 
sioner maj’-, by general or special order in writing, direct 
that the powers conferred on the Income-tax Officer and 
the Assistant Commissioner by or under this Act shall, 
in respect of any specified case or class of cases, be exer- 
cised by the Assistant Commissioner and the Commissioner, 
respectively, and, for the purposes of any case in respect 
of which such order applies, references in this Act or in 
any rules made hereunder to the Income-tax Officer and the 
Assistant Commissioner sliall be deemed to be references 
to the Assistant Commissioner and the Commissioner, 
respectively. 

(5) The Central Board of Revenue may, by notification 
in the Gazette of India, appoint Commissioners of Income- 
tax, Assistant Commissioners of Income-tax and Income- 
tax Officers to perform such functions in respect of such 
classes of persons or such classes of income, and for such 
area, as may be specified in the notification, and thereupon 
the functions so specified shall cease, within the specified 
area, to be performed, in respect of the specified classes of 
persons or classes of income, by the authorities appointed 
under sub-sections (5) and (.4). 

(6) Assistant Commissioners of Income-tax and Income- 
tax Officers appointed under sub-section (4) shall, for the 
purposes of this Act, be subordinate to the Commissioner 
of Income-tax appointed under sub-section (5) for the pro- 
vince in which they perform their functions. 

CHAPTER III. 

Taxable Income. 

6. Save as otherwise provided by this Act, the follow- 
Heads of income iiicome, profits and gains, P. 18. 

chargeable to income- shall be chargeable to income-tax in 

the manner hereinafter appearing, 
namely : — 

{i) Salaries. 
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(ii) Interest on securities. 
iiii) Property. 

{iv) Business. 

[d) Professional earnings. 

{vi) Other sources. 

P. 22, 23, 7. {1) The tax shall be payable by an assessee under the 

25. . head “ Salaries ” in respect of any 

Salaries. ^ Salary or wages, any annuity, pension 

or gratuity, and any fees, commissions, perquisites or 
profits received by him in lieu of, or in addition to, any 
salary or wages, 'which are paid by or on behalf of Govern- 
ment, a local authority, a company, or any other public 
body or association, or by or on behalf of any private 
employer : 

^Explanation . — The right of a person to occupy free 
of rent as a place of residence any premises provided by 
his employer is a perquisite for the purposes of this sub- 
section : 


P. 11, 56, Provided that the tax shall not be payable in respect of 
any sum deducted under the authority of Government from 
the salary of any individual for the purpose of securing to 
him a deferred annuity or of making provision for his wife 
or children, provided that the sum so deducted shall not 
exceed one-sixth of the salary. 

P. 1, 16, {2) Any income which would be chargeable under this 

26. head if paid in British India shall be deemed to be so 
chargeable if paid to a British subject or any servant of 
His Majesty in any part of India by Government or by a 
local authority established by the Governor General in 
Council. 


F. 16, 28. 


P. 11. 


8. The tax shall be payable by an assessee under the 
head ‘‘ Interest on securities ” in re- 
interest on securities, interest receivable by him on 

any security of the Government of India or of a Local 
Government, or on debentures or other securities for money 
issued by or on behalf of a local authority or a company : 


Provided that no income-tax shall be payable on the in- 
terest receivable on any security of the Government of India 
issued or declared to be income-tax free : 


* Inserted by .the Income-tax (Amendment) Act, 1923 (XV of 1925). 
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Provided, further, that the income-tax payable on the 
interest receivable on any security of a Local Government 
issued income-tax free shall be payable by that Local Gov- 
ernment. 


9. (1) The tax shall be payable by an assessee under P. 29, 31, 
the head “ Property’’ ” in respect of the 32. 
ropei y. houd fide annual value of property con- 

sisting of any buildings or lands appurtenant thereto of 
■which he is the owner, other than such portions of such 
property as he may occupy for the purposes of his business, 
subject to the following allowances, namely ; 

(?) vdiere the property is in the occupation of the P. 31. 
owner, or where it is let to a tenant and the 
owner has undertaken to bear the cost of 
repairs, a sum equal to one-sixth of such value; 

(??) where the property is in the occupation of a P. 32. 
tenant v/ho has undertaken to bear the cost 
of ‘ repairs, the difference between such value 
and the rent paid bj’’ the tenant up to but not 
exceeding one-sixth of such value; 

(m) the amount of any annual premium paid to in- P. 33. 
sure the property against risk of damage or 
destruction ; 

(iv) where the property is subject to a mortgage or 
charge or to a ground rent, the amount of any 
interest on such mortgage or charge or of any 
such ground rent; 

(?;) any sums paid on account of land-revenue in F. 53. 
respect of the property; 


(???) in respect of collection charges, a sum not ex- 

ceeding the prescribed maximum ; * 

(????) in respect of vacancies, such sum as the Income- ?. 34-A, 
tax Officer may determine having regard to the 35. 
circumstances of the case : 


/ 


Provided that the aggregate of the allowances made g0^ 
under this sub-section shall in no case exceed the annual 
value. 

{2) Por the purposes of this section, the expression P. 39. 
“ annual value ” shall be deemed to mean the sum for 
which the property might reasonably be expected to let 
from year to year : 
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P. 30. Provided tliat, where the property is in the occupation 

of the owner for the purposes of his own residence, such 
sum shall, for the purposes of this section, be deemed not 
to exceed ten per cent, of the total income of the owner. 

P. 37, 39, 10. (1) The tax shall be payable by an assesses under 

51. Business head “ Business ” in respect of the 

usiness. profits or gains of any business carried 

on by him. 

P. 37, 40, (^) Such profits or gains shall be computed after mak- 

41. ing the following allowances, namely : — 

P, 42, (i) any rent paid for the premises in which such 

business is carried on jDrovided that when any 
substantial joart of the premises is used as a 
dwelling-house by the assesses, the allowance 
under this clause shall be such sum as the 
Income-tax Officer may determine having 
regard to the proportional part so used; 

p, 43. (ii) in respect of repairs, where the assesses is the 

tenant only of the premises, and has under- 
taken to bear the cost of such repairs, the 
amount paid on account thereof, provided that, 
if any substantial part of the premises is used 
by the assessee as a dwelling-house, a propor- 
tional part only of such amount shall be 
allowed ; 

P, 44. (w) in respect of capital borrowed for the purposes 

of the business, where the payment of interest 
thereon is not in any way dependent on the 
earning of profits, the amount of the interest 
paid ; 

Explanation . — Recurring subscriptions paid periodi- 
cally by shareholders or subscribers in such 
Mutual Benefit Societies as may be prescribed, 
shall be deemed to be capital borrowed with- 
in the meaning of this clause; 

{i'o) in respect of insurance against risk of damage 
or destruction of buildings, machinery, plant, 
furniture, stocks or stores, used for the pur- 
poses of the business, the amount of any pre- 
mium paid; 
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n of 
1886 . 


n of 
' 1886 . 


.{v) in respect of current repairs to such buildings, P. 43. 
machinery, plant, or furniture, the amount 
, paid on account thereof; 

{vi) in respect of depreciation of such buildings, P, 46. 
machinery, plant, or furniture being the 
property of the assessee, a sum equivalent to 
such percentage on the original cost thereof to 
the assessee as may in any case or class of cases R. 8-9, 
be prescribed : 

■provided that — 

(a) the prescribed particulars have been duly fur- 

nished; 

(b) where full effect cannot be given to any such 

allowance in any year owing to there being no 
profits or gains chargeable for that year, or 
owing to the profits or gains chargeable being 
less than the allowance, the allowance or part 
of the allowance to which effect has not been 
given, as the case may be, shall be added to the 
amount of the allowance for depreciation for 
the following year and deemed to be part of 
that allowance, or, if there is no such allowance 
for that year, be deemed to be the allowance 
for that year, and so on for succeeding years; 
and 

(c) the aggregate of all such allowances made under 

this Act or any Act repealed hereby, or under 
the Indian Income-tax Act, 1886, shall, in no 
case, exceed the original cost to the assessee of 
the buildings, machinery, plant, or furniture, 
as the case may be ; 

(mi) in respect of any machinery or plant which, in P. 47. 
consequence of its having become obsolete, has 
been sold or discarded, the difference between 
the original cost to the assessee of the machinery 
or plant as reduced by the aggregate of the 
allowances made in respect of depreciation 
under clause (m), or any Act repealed hereby, 
or the Indian Income-tax Act, 1886, and the 
amount for which the machinery or plant is 
.actually ^old, or its scrap value; 
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P. 47-A. 

P. 48, 53. 

P. 48-A. 

P. 40, 49, 
51. 

P.37. 

P.37. 


*{mia) in respect of animals Avhich have been used for 
the purposes of the business otherwise than as- 
stock in trade and have died or become per- 
manentty useless for such purposes, the 
difference between the original cost to the as- 
sessee of the animals and the amount, if any, 
realised in respect of the carcasses or animals; 

{viii) any sums paid on account of land-revenue, local 
rates or municipal taxes in respect of such 
part of the premises as is used for the purposes 
of the business; 

'\{vina) any sum paid to an employee as bonus or com- 
mission for services rendered, where such sum 
would not have been payable to him as profits 
or dividend if it had not heen paid as bonus or 
commission : 

Provided that the amount of the bonus or commission 
is of a reasonable amount with reference to — 

(a) the pay of the employee and the conditions of 

his service; 

(b) the profits of the business for tlie year in 

question; and 

(c) the general practice in similar businesses; 

(ioj) any expenditure (not ]3eiug in tlic nature of 
capital expenditure) incurred solely for the 
purpose of earning such profits or gains : 

^Provided that nothing in clause (vin) or clause (i^o) 
shall be deemed to authorise the allowance of any sum paid' 
on account of any cess, rate or tax levied on the profits or 
gains of any business or assessed at a proportion of or 
otherwise on the basis of any such profits or gains. 

(3) In sub-section (2), the word ” paid ” means 
actually paid or incui’red according to the method of ac- 
counting upon the basis of which the profits or gains are 
computed under this section. 

11. (1) The tax shall be payable by an assesses under 

earnings, " Professional earnings ” in 

respect of the profits or gains of any pro- 
fession or vocation followed by him. 

* Inserted by the Income-tax (Amendment) Act, 1928 (IH of 1928). 

t Inserted by the Indian Income-tax (Third Amendment) Act, 1930 
(XXIII of 1930). 

t Inserted by the Income-tax (Amendment) Act, 1928 (III of 1928). 
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(£) Sudli profits or gains shall he computed after mak- P. Sl-A* 
ing allowance for any expenditure (not being in the nature 53. 
of capital expenditure) incurred solely for the purposes of 
such profession or vocation, provided that no allowance 
shall be made on account of any personal expenses of the 
assessee. 

(5) Professional fees paid in any part of India to a p. 15. 
person ordinarily resident in British India shall be deemed 
;to be profits or gains chargeable under this head. 

12. (1) The tax shall be payable b}'' an assessee under P. 29, 

other sources. Other souTces in respect of 

income, profits and gains of every kind 
.and from every source to which this Act applies (if not 
included under any of the preceding heads) . 

(£) Such income, profits and gains shall be computed P. 52, 53. 
after making allowance for any expenditure (not being in 
the nature of capital expenditure) incurred solely for the 
purpose of making or earning such income, profits or gains, 
provided that no allowance shall be made on account of any 
personal expenses of the assessee. 

13, Income, profit's and gains shall be computed, for P. S7, 38. 

^ the purposes of sections 10, 11 and 12^ 50. 

in accordance with the method or ac- 
counting regularly employed by the assessee : 

Provided that, if no method of accounting has been re- 
gularly employed, or if the method employed is such that, 
in the opinion of the Income-tax Officer, the income, profits 
and gains cannot properly be deduced therefrom, then the 
■computation shall be made upon such basis and in such 
manner as the Income-tax Officer may determine. 

14:. (1) The tax shall not be payable by an assessee in P. 11, 54, 
Exemptions of a respcct of any sum which he receives as 
general nature. a member of a Hiudu undivided family. 

(£) The tax shall not be payable by an assessee in 
respect of — 

(a) any sum which he receives by way of dividends as 
a shareholder in a company where the profits 
or gains of the company have been assessed to 
income-tax; or 

(&) such an amount of the profits or gains of any firm P. 10, 55. 
which have been assessed to income-tax as is 



e. 65A. 

F. 11, 66. 

P. 11. 

P. 20-A. 
P. 11. 

F. 67, 63. 

P, 11, 58. 
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proportionate to his share in the firm *at' the- 
time of such assessment; or 
t(d) any sum which he receives as his share of the- 
profits or gains of an association of individuals, 
other than a Hindu undivided family, company 
or firm, where such profits or gains have been- 
assessed to income-tax. 


15. (i) The tax shall not be payable by an assessee in 
Exemption in the rcspcct of auv sums paid by him to effect 
case of life insurances, an iusurancc ou liis owu life or on the 

life of his wife, or in respect of a contract for a deferred 
annuity on his own life or on the life of his wife, or as a 
contribution to any Provident Fund to which the Provident 
Funds Act, 1897, applies. 

l-V; iJ- sW: is;,- IX oJ 

^ ■ ■ 1697. 

(2) Where the assessee is a Hindu undivided family, 
there shall be exempted under sub-section (1) any sums paid 
to effect an insurance on the life of any male member of tlie 
family or of the wife of any such member. 

(3) The aggregate of any sums exempted under this 
section shall not, together with any sums exempted under 
the proviso to sub-section (1) of section 7, ^and any sums 
exempted under sub-section (1) of section 58-F exceed one- 
sixth of the total income of the assessee. 


16. (I) In computing the total income of an assessee 

„ , sums exempted under the proviso to sub- 

elusions in determining SCCtlOU (1) 01 SCCtlOll 7, tile prOVlSOS tO 
the total income. section 8, sub-sectiou (2) of section 14r 

and section 15, shall be included. 

(2) For the purposes of sub-section (7), any sum men- 
tioned in clause (a) of sub-section (2) of section 14: shall be 
increased by the amount of income-tax payable by the com- 
pany in respect of the dividend received. 

17. Where owing to the fact that the total income of 
Reduction of tax ^^3" ^ssesscc has reached or exceeded a 

when margin above a Certain limit he is liable to pay income- 
certain limit is small. jncome-tax at a higher rate, 

the amount of income-tax payable by him shall, where 


* Inserted by the Income-tax (Amendment) Act, 192S (III of 1928). 

t Inserted by the Income-tax (Amendment) Act, 1930 (XXII of 1930). 

* Repealed by the Income-tax (Amendment^ Act, 1924 (XI of 1924). 

t Inserted by the Income-tax (Provident Funds Relief) Act, 1929 (XI1''< 

of 1929). 
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necessary, be reduced so as not to exceed the aggregate of 
the following amounts, namely : — 

(a) the amount which would have been payable if his 
total income had been a sum less by one rupee 
than that limit, and 

(&) the amount by which his total income exceeds that 
sum. 


CHAPTER IV. 

Deductions and Assessment. 

18. (1) Income-tax shall, unless otherwise prescribed P. 59, 
Payment by deduc- l^c cuse of any secuiuty of the Gov- 
tion at source. emment of India, be leviable in advance 

by deduction at the time of paj^ent in respect of income 
chargeable under the following heads ; — 

. (i) ‘ ‘ Salaries ’ ’ ; and 

(w) “ Interest on securities.” 

(£) Any person responsible for paying any income P. 25, 56, 
chargeable under the head “ Salaries ” shall, at the time 60. 
of payment, deduct income-tax on the amount payable at 
the rate applicable to the estimated income of the assessee 
under this head ; 

Provided that such person may, at the time of making 
any deduction, increase or reduce the amount to be deduc- 
ted under this sub-section for the purpose of adjusting 
any excess or deficiency arising out of any previous deduc- 
tion or failure to deduct. 

*(£a) Notwithstanding anything hereinbefore con- 
tained, for the purpose of making the deduction under 
sub-section (£), there shall be included in the amount 
payable any income chargeable under the head ‘ Salaries ’ 
which is payable to the assessee out of India by or on behalf 
of Government, and the value in rupees of such income R. ll-A, 
shall be calculated at the prescribed rate of exchange. P. 59. 

(S) The person responsible for paying any income P. 23, 28? 
chargeable under the head ‘‘ Interest on securities ” shall, 61, 
at the time of payment, deduct income-tax on the amount 
of the interest payable at the maximum rate. 

* Inserted by the Income-tax (Second Amendment) Act, 1925 (XVI of 
1925). 
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/ 


2 , 57 . ( 4 ) All sums deducted in accordance with the provi- 

sions' of this section shall, for the purpose of computing 
the income of an assessee, be deemed to be income received. 

P. 59. (5) Any deduction made in accordance with the provi- 

sions of this section shall be treated as a payment of income- 
tax on behalf of the person from whose income the deduc- 
tion was made, or of the owner of the security, as the case 
may be, and credit shall be given to him therefor in the 
assessment, if any, made for the following year under this 
Act : 

Provided that, if such person or such owner obtains, in 
accordance with the provisions of this Act, a refund of any 
portion of the tax so deducted, no credit shall be given for 
the amount of such refund. 

( 6 ) All sums deducted in accordance with the provi- 
sions of this section shall be paid within the prescribed 
time by the person making the deduction to the credit of 
the Government of India, or as the Central Board of. 

S., 10-lS. Revenue directs. 

P, 59, (7') If any such person does not deduct and pay the tax 

as required by this section, he shall, without prejudice to 
any other consequences which he may incur, be deemed to 
be personally in default in respect of the tax. 

• ( 8 ) The power to levy by deduction under this section 

shall be without prejudice to any other mode of recovery. 

P. 61, 92. ( 9 ) Every person deducting income-tax in accordance 

with the provisions of sub-section (5) shall, at the time of 
payment of interest, furnish to the person to whom the 

R. 13. interest is paid a certificate to the effect that income-tax 
has been deducted, and specifying the amount so deducted, 

■ the rate at which the tax has been deducted, and such other 
particulars as may be prescribed. 

P. 59. 19. In the case of income chargeable under a.ny other 

Payment in other heads thaii tliosB mentioned in sub-sec- 
cfises. ^ tion ( 2 ) of section 18, and in any case 

where income-tax has not been deducted in accordance with 
the provisions of that section, the tax shall be payable by 
the assessee direct. 


R. 4:2, 43. 

P. 8. 


*19-A. The principal officer of every company shall, on 

q , ... or before the 15th day of June in each 

divi- year, furnish to the prescribed officer a 
return in the prescribed form and veri- 


tion regarding 
dends. 


^ Inserted hy the Income-tax (Amendment) Act, 1926 (XXIV of 1926). 
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fied in the prescribed manner of the names and of the 
addresses, as entered in the register of shareholders main- 
tained by the company, of the shareholders to whom a 
dividend or aggregate dividends exceeding such amount as 
may be prescribed in this behalf has or have been distribut- 
ed during the preceding year and of the amount so distri- 
buted to each such shareholder. 


20. The principal officer of everj companj^ shall, at the P. 63, 92. 

Certificate by com- ^me of distribution of dividends,^ fur- 
pany to shareholders nish to cvery pei’sou receiving a dividend 
receiving dividends. ^ Certificate to the effect that the com- 
pany has paid or will pay income-tax on the profits which 
are being distributed, and specifying such other particulars . 
as may be prescribed. ^ ^ ^ R. 14. 


21. The prescribed person in the case of every Govern- R. 15, 

. , , ment office, and the principal officer or p. 8, 64. 

the prescribed person in the case or every 
local authority, company or other public body or associa- 
tion, and every private employer shall prepare, and, 
within thirty days from the 31st day of March in each year, 
deliver or cause to be delivered to the Income-tax Officer in K-. 17. 
the prescribed form, a return in writing showing — 


(a) the name and, so fa.r as it is known, the address, 
of every person who was receiving on the said 
31st day of March, or has received during the 
3>'ear ending on that date, from the authority, | 
company, body, association or private em- 
ployer, as tlie case may be, any income R. 16. 
chargeable under the head " Salaries ” of such^ 
amount as may be prescribed ; 


(&) the amount of the income so received by each such 
person, and the time or times at wffiich the same 
was paid ; 

(c) the amount deducted in respect of income-tax 
from the income of each such person. 


22. (7) The Principal officer of every company shall F. 11, 65, 
^ . prepare, and, on or before the fifteenth 67, 68. 

Eefcurn o income. each year, furnish to the 

Income-tax Officer a return, in the prescribed form and 
verified in the prescribed manner, of the total income of the 
company during the previous year : R. 18, 
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Provided that the Income-tax Officer may, in his dis- 
cretion, extend the date for the delivery of the return in 
the case of any company or class of companies. 

P. 11, 66, { 2 ) In the case of any person other than a company 

67. "whose total income is, in the Income-tax Officer’s opinion, 
of such an amount as to render such person liable to income- 
tax, the Income-tax Officer shall serve a notice upon him 
requiring him to furnish, within such period, not being less 
than thirty days as may be specified in the notice, a return 

R. 19. in the prescribed form and verified in the prescribed 
manner setting forth (along with such other particulars as 
may be provided for in the notice) his total income during 
the previous year. 

P. 67. (5) If any person has not furnished a return within the 

time allowed by or under sub-section (1) or sub-section { 2 ), 
or having furnished a return under either of those sub- 
sections, discovers any omission or wrong statement therein, 
he may furnish a return or a revised return, as the case may 
be, at any time before the assessment is made, and any re- 
turn so made shall be deemed to be a return made in due 
time under this section. 

P. 69, 87. (4) The Income-tax Officer may serve on the princi]Dal 

officer of any company or on any person upon whom a notice 
has been served under sub-section (^) a notice requiring 
him, on a date to be therein specified, to produce, or cause 
to be produced, such accounts or documents as the Income- 
, tax Officer may require : 

Provided that the Income-tax Officer shall not require 
the production of an}^ accounts relating to a period more 
than three years prior to the previous year. 

P. 11, 76, 23. (I) If the Income-tax Officer is satisfied that a 

91, return made under section 22 is correct 

ssessmen . Complete, he shall assess the total 

income of the assessee, and shall determine the sum payable 
by him on the basis of such return. 

P. 70, 71. { 2 ) If the Income-tax Officer has reason to believe that 

a return made under section 22 is incorrect or incomplete 
he shall serve on the person who made the return a notice 
requiring him, on a date to be therein specified, either to 
attend at the Income-tax Officer’s office or to produce, or 
to cause to be there produced, any evidence on which such 
person may rely in support of the return. 
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{3) On the da37^ specified in the notice issued under sub- H* 
section {2), or as soon afterwards as may be, the Income-tax 
OSicer, after hearing such evidence as such person may 
produce and such other evidence as the Income-tax Officer 
may require, on specified points, shall, by an order in writ- 
ing, assess the total income of the assessee, and determine 
the sum pajmble by him on the basis of such assessment, 

■ ' (4) If the principal officer of any company or any other 59^ >j^0. 
person fails to make a return under sub-section {1) or sub- 
section {2) of section 22, as the case ma^^- be, or fails to 
comply with all the terms of a notice issued under sub- 
section {4) of the same section or, having made a return, 
fails to compl}?- with all the terms of a notice issued under 
sub-section {2) of this section, the Income-tax Officer shall 
make the assessment to the best of his judgment *'and, in 
the case of a registered firm, may cancel its registration. 

^ Provided that the registration of a firm shall not be 
cancelled until fourteen days have elapsed from the issue 
of a notice by the Income-tax Officer to the firm intimating 
his intention to cancel its registration. 

*23-A. {1) Where the Income-tax Officer is satis- p. 55A. 

^ . fied that any firm or other association of 

dividual members of individuals Carrying on any business, 
certain firms, associa- other than a Hindu undi^dded family or 

tions and companies. • i j ^ 

a company, is under the control of one 
member thereof, and that such firm or association has been 
formed or is being used for the purpose of evading or reduc- 
ing the liability to tax of any member thereof, he may, 
with the previous approval of the Assistant Commissioner, 
pass an order that the sum payable as income-tax by the 
firm or association shall not be determined, and thereupon 
thd' share of each member in the profits and gains of the firm 
or association shall be included in his total income for the 
purpose of his assessment thereon. 

Exflanation. — K member of a firm or association who 
owns the whole or the major portion of the capital of the 
firm or association shall not by reason only of that fact be 
deemed to control the firm or association. 

{ 2 ') Where the Income-tax Officer is satisfied that a 
company is under the control of not more than five of its 


* Inserted by tbe Income-tax (Amendment) Act, 1930 (XXI of 1930). 
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members and that its profits and gains are allowed 
to accumulate beyond its reasonable needs, existing and 
contingent, having regard to the maintenance and develop- 
ment of its business, without being distributed to the 
members, or that a reasonable part of its profits and gains, 
having regard to the said needs, has not been distributed 
to its members in such manner as to render the amount 
distributed liable to be included in their total income, and 
that such accumulation or failure to distribute is for the 
purpose of iDreventing the imposition of tax upon any of 
the members in respect of their shares in the profits and 
gains so accumulated or not distributed, the Income-tax 
Officer may, with the previous approval of the Assistant 
Commissioner, pass an order that the sum payable as 
income-tax bj" the company shall not be determined, and 
thereupon the proportionate share of each member in the 
profits and gains of the company, whether such profits and 
gains hav6 been distributed to the members or not, shall be 
included in the total income of such member for the purpose 
of his assessment thereon ; 

Provided that this sub-section shall not apply to any 
company which is a subsidiary company or in which the 
public are substantially interested. 

Explanation . — For the purpose of this sub-section, — 

{a) a company shall be deemed to be a subsidiary com- 
pany if, by reason of the beneficial OAvnership of 
shares therein, the control of the company is in 
the hands of a company not being a company 
to Avhich the provisions of this sub-section apply 
or of tAvo or more companies none of AAdiich is a 
company to Avhich those proAUsions apply- 

(&) a company shall be deemed to be a company in 
which the public are substantially interested if 
shares of the company (not being shares entitled 
to a fixed rate of dividend, AA’^hether Avith or 
Avithout a further right to participate in profits) 
carrying not less than tAventy-five y)er cent, oi 
the voting poAA’^er have been allotted uncondi- 
tionally to, or acquired unconditionally by, and 
are at the end of the previous year beneficially 
held by, the public (not including a company to 
Avhich the provisions of this sub-section apply) 
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and if any sucli shares lia.ve in the course of 
such previous year been the subject of dealings 
any stock exchange in British India or are in 
fact freely transferable by the holders to other 
members of the public ; 

(c) unless the contrarj^ is proved, a company shall be 
deemed to be under the control of any persons 
where the majority of the voting power or 
shares is in the hands of those persons or of 
relatives or nominees of those persons; 

{d) ” nominee ” means a person who may be required 
to exercise his voting power on the directions 
of, or holds shares directly or indirectly on 
behalf of, another person. 

(3) The Assistant Commissioner shall not give his 
.approval to any order proposed to be passed by the Income- 
tax Officer under this section until he has given the firm, 
association or company concerned an opportunity of being ' 
heard. 

(4) {i) Where any member of a firm or association of p, 91 , 
individuals makes default in the pa^mient of tax on his 
share of profits and gains which has been included in his 
total income under the provisions of sub-section (1), such 

tax may be recovered from the firm or association, as the 
•case may be. 

(ii) Where the proportionate share of any member of a 
■company in the undistributed profits and gains of the com- 
jDany has been included in his total income under the provi- 
sions of sub-section {2), the tax payable in respect thereof 
shall be recoverable from the company and may be recover- 
ed from such member, if there are not sufficient funds in 
the hands of the company to pay the tax, or if the winding 
up of the company has commenced. 

(in) T^Ihere ta,x is recoverable from a company, firm or 
other association under this sub-section, a notice of demand 
•shall be served upon it in the prescribed form showing the 
sum so payable, and such company, firm or association shall 
be deemed to be the assessee in respect of such sum, for the 
purposes of Chapter VI, 

(5) Where tax has been paid in respect of any undistri- 
buted profits and gains of a company under this section, and 
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such profits and gains are subsequently distributed in any 
year, the proportionate share therein of any member of the 
company shall be excluded in computing his total income of 
' that year. 

P. 36, 72. 24. (1) Where any assessee sustains a loss of profits or 

„ , _ , , . gains in any year under any of the heads- 

Set-ofl of loss in & . , .. « i n 

computing aggregate IHGIltlOIlGCl lH SGCfclOIl U, 116 SJlRll D6 GH— 

titled to have the amount of the loss set- 
off against his income, profits or gains under any other- 
head in that year. 


{2) Where the assessee is a registered firm, and the- 
loss sustained cannot wholly be set-off under sub-section {1), 
any member of such firm shall be entitled to have set-off' 
against any income, profits or gains of the year in which 
the loss was sustained in respect of which the tax is payable 
by him such amount of the loss not already set-off as is- 
proportionate to his share in the firm. 

P. 14, 74. 25. {1) Where any business, profession or vocation '^on 

Assessment in case income-tacc was Tiot at any tim& 

of discontinued busi- charged Under the 'provisions of the 

Indian Income-tax Act, 1918, is discon- 
tinued in any 3^ear, an assessment ma}’" be made in that year 
on the basis of the income, profits or gains of the period 
between the end of the previous year and the date of such 
discontinuance in addition to the assessment, if any, made 
on the basis of the income, profits or gains of the previous 
year. 

P. 74. (2) Any person discontinuing any such business, pro- 

fession or vocation shall give to the Income-tax Officer 
notice of such discontinuance within fifteen days thereof, 
and, where any person fails to give the notice required by 
this sub-section, the Income-tax Officer may direct that a 
sum shall be recovered from him by way of penalty not 
exceeding the amount of tax subsequently assessed on him 
in respect of any income, profits or gains of the business, 
profession or vocation up to the date of its discontinuance. 


P. 14, 74. (3) Where any business, profession or vocation * 

* on which tax was at any time charged under the provi- ' 
sions of the Indian Income-tax Act, 1918, is discontinued of^ 
no tax shall be payable in respect of the income, profits and 

* Amended by the Income-tax (Amendment) Act, 1924 ( XT , of 1924). 

(Repealed by the Income-tax (Amendment) Act, l'924'(XI'of 1924). 
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gains of tiie period between the end of the previous year 
and the date of such discontinuance, and the assessee may 
further claim that the income, profits and gains of the 
previous year shall be deemed to have been the income, 
profits and gains of the said period. Where any such 
•claim is made, an assessment shall be made on the basis of 
the income, profits and gains of the said period, and if an 
amount of tax has already been paid in respect of the in- 
come, profits and gains of the previous year exceeding the 
•amount payable on the basis of such assessment, a refund 
;shall be given of the difference. 

(4) Where an assessment is to be made under sub-section 
(l) or sub-section (S), the Income-tax Officer may serve on 
the person whose income, profits and gains are to be asses- 
sed, or, in the case of a firm, on any person who was a mem- 
ber of such firm at the time of its discontinuance, or, in the 
case of a, company, on the principal officer thereof, a notice 
containing all or any of the requirements which may be 
included in a notice under sub-section (£) of section 22, and 
the provisions of this Act shall, so far as may be, apply 
accordingly as if the notice were a notice issued under that 
sub-section. 

* 25-A. (1) Where, at the time of making an assessment p, 54, 

Assessment after ^^^er scction 23, it is claimed by or on 
partition of a Hindu behalf of any member of a Hindu family 
undivided family. hithevto fassesscd as undivided that a 
partition has taken place among the members of such 
family, the Income-tax Officer shall make such inquiry 
thereinto as he may think fit, and if he is satisfied that a 
separation of the members of the family has taken place 
and that the joint family property has been partitioned 
nmong the various members or groups of members in defi- 
nite portions! he shall record an order to that effect : 

Provided that no such order shall be recorded until 
notices of the inquiry have been served on all the members 
-of the family. 

(£) Where such an order has been passed, the Income- 
tax Officer shall make an assessment of the total income 
received by or on behalf of the joint family as such, as if 

* Inserted by the Income-tax (Amendment) Act, 1928 (III of 1928). 
t Inserted by the Income-tax (Second Amendment) Act, 1930 (XXll of 
1930). 
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no separation or partition had taken place, and each 
member or group of members shall in addition to any in- 
come-tax for which he or it may be separately liable and 
notwithstanding anything contained in sub-section (I) of 
section 14, be liable for a share of the tax on the income 
so assessed according to the portion of the joint famil}^ 
property allotted to him or it ; 

and the Income-tax Officer shall make assessments 
accordingly on the various membei’s and groups of members 
in accordance with the provisions of section 23 ; 

Provided that all the separated members and groups of 
members shall be liable jointly and severally for the tax 
assessed on the total income received by or on behalf of the 
joint family as such. 

* (3) Where such an order has not been passed in respect 
of a Hindu family hitherto assessed as undivided, such 
family shall be deemed, for the purposes of this Act, to 
continue to be a Hindu undivided family, 

P« 75» (^) "^^fiere, at the time of making an assessment 

Change in constitu- uncler sectiou 23, it is found that a 
tion of a lirm. change has occurred in the constitution 

of a firm or that a firm has been newly constituted, the 
assessments on the firm and on the members thereof shall, 
subject to the provisions of this Act, be made as if the firm 
had been constituted throughout the previous year as it is 
constituted at the time of making the assessment, and as 
if each member had received a share of the profits of that 
year proportionate to his interest in the firm at the time* 
of making the assessment. 

P, 75 -A. (^) Where at the time of making an assessment under 

Change of owner- sectiou 23, it is fouud that the person 
ship of business. Carrying on any business, profession or 
vocation has been succeeded in such capacity by another 
person, the assessment shall be made on such person 
succeeding, as if he had been carrying on the business, pro- 
fession or vocation throughout the previous year, and as 
if he had received the whole of the profits for that year. 


* Inserted by the Indian Income-tax (Second xVmendinent) Act, 1930 
(XXn of 1930). 

t Substituted for the original section by the Income-tax (Amendment)' 
Act, 192S (III of 1928). 
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26-A. (I) Application may be made to the Income-tax P. 10. 

Procedure in regis- Officer on behalf of any firm, constituted 
•tration of firm?. Under an instrument of partnership 

specifying the individual shares of the partners, for regis- 
tration for the purposes of this Act and of any other enact- 
ment for the time being in force relating to income-tax or 
super-tax. 


(2) The application shall be made by such person or P, 68. 
persons, and at such times and shall contain such parti- 
culars and shall be in such form, and be verified in such E. 2 — 6. 
manner, as may be ]Drescribed ; and it shall be dealt with by 
the Income-tax Officer in such manner as may be prescribed. 

27. Where an assessee or, in the case of a company, theP. 67. 

Caucoiiation of ns- principal officer thereof, within one 
sessmcnfc when cause moiith from the seiwice of a notice of 
IS shown. demand issued as hereinafter provided, 

satisfies the Income-tax Officer that he was prevented by 
sufficient cause from making the return required by section 
22, or that he did not receive the notice issued under sub- 
section (4) of section 22, or sub-section (2) of section 23, 
or that he had not a reasonable opportunity to comply, or 
was prevented by suificient cause from complying, with the 
terms of the last-mentioned notices, the Income-tax Officer 
shall cancel the assessment and proceed to make a fresh 
assessment in accordance with the provisions of section 23. 


t 28. (1) If the Income-tax Officer, the Assistant Com- 67, 68, 
Penait for on q-\ ^^i^sioner OP the Commissioner, in the 
nient"S^incomcTr‘'im- coui’sc of ally proceedings under this Act, 
proper distribution of js satisfied that an assessee has concealed 

the ]Darticulars of his income oi’ has deli- 
berately furnished inaccurate particulars of such income, 
and has thereby returned it below its real amount, he may 
direct that the assessee shall, in addition to the income-tax 
payable by him, pay by way of penalty a sum not exceeding 
the amount of the income-tax which would have been avoid- 
ed if the income so returned by the assessee had been accept- 
ed as the correct income. 


(2) If the Income-tax Officer, the Assistant Commis- 
sioner or the Commissioner, in the course of any proceed- 


* Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 
1930). 

t Substituted for tlie original section by the Indian Income-tax (Amend- 
ment) Act, 1930 (XXI of 1930). 
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ings under this Act, is satisfied that the profits of a regis- 
tered firm have been distributed otherwise than in accord- 
ance with the shares of the partners as shown in the instru- 
ment of partnership registered under this Act governing 
such distribution, and that any partner has thereby return- 
ed his income below its real amount, he may direct that 
such partner shall, in addition to the income-tax payable 
by him, pay by way of penalty a sum not exceeding the 
amount of income-tax which has been avoided, or would 
have been avoided if the income returned by such partner 
had been accepted as his correct income; and no refund or 
other adjustment shall be claimable by any other partner 
by reason of such direction. 

(5) No order shall be made under sub-section (I) or sub- 
section {£), unless the assessee or partner, as the case may 
be, has been heard, or has been given a reasonable oppor- 
tunity of being heard. 

(4) No prosecution for an ofi'ence against this Act shall 
be instituted in respect of the same facts on which a penalty 
has been imposed under this section. 

(5) An Assistant Commissioner or a Commissioner, who 
has made an order under sub-section (I) or sub-section (S), 
shall forthwith send a copy of the same to the Income-tax 
Officer. 


P. 77. 


R. 20. 


Notice of demand. 


29. When the Income-tax Officer has determined a sum 
to be pa^mble b}’’ an assessee under section 
23, or when an order has been passed 
under sub-section (2) of section 25 or section 28 for the 
payment of a penalty, the Income-tax Officer shall serve on 
the assessee a notice of demand in the prescribed form 
specifying the sum so payable. 


P. 385 67» 30. (1) Any assessee objecting to the amount or rate at 

69, 78, Appeal against as- which he IS asscssed under section 23 or' 
lOS^A. sessment under this SCCtion 27, or denying his liability to be 

assessed under this Act, or objecting tO' 
a refusal of an Income-tax Officer to make a fresh assess- 
ment under section 27, or to any order against him under 
sub-section (£) of section 25* oj' section 25- A or section 28, 
made b}'- an Income-tax Officer, may appeal to the Assistant 


* Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXII of 
1930). 
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Commissioner against the assessment or against such 
refusal or order : 

Provided that ho appeal shall lie in respect of an assess- 
ment made under sub-section (4) of section 23, or under 
that sub-section read with section 27. 

{2) The appeal shall ordinarily be presented within 
thirty days of receipt of the notice of demand relating to 
the assessment or penalty objected to, or of the date of the 
refusal to make a fresh assessment under section 27, as the 
case may be; but the Assistant Commissioner may admit 
an appeal after the expiration of the period if he is satis- 
fied that the appellant had sufficient cause for not present- 
ing it within that period. 


P.78. 


{3) The appeal shall be in the prescribed form and shall s,. 21. 
be verified in the prescribed manner. 

31. (I) The Assistant Commissioner shall fix a day and p. 80 
„ . , , place for the hearing of the appeal, and 

Hearing of appeal. p , . , ° i i 

may from time to time adjourn the 

hearing. 

{2) The Assistant Commissioner may, before disposing 
of any appeal, make such further inquiry as he thi^s fit, 
or cause further inquiry to be made by the Income-tax 
Officer. 

{3) In disposing of an appeal the Assistant Commis- 
sioner may, in the case of an order of assessment, — 


(a) confirm, reduce, enhance or annul the assess- 
ment, or 

{b) set aside the assessment and direct the Income-tax 
Officer to make a fresh assessment after making 
such further inquiry as the Income-tax Officer 
thinks fit or the Assistant Commissioner may 
direct, and the Income-tax Officer shall there- 
upon proceed to make such fresh assessment, 

* or, in the case of an order refusing to make a fresh assess- 
ment under section 27, 

(c) confirm such order, or cancel it and direct the 
Income-tax Officer to make a fresh assessment; 

* Inserted by tlie Indian Income-tax (Second Amendment) Act, 1930 
(XXn of 1930). 
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or, in the cases of an order under sub-section (^) of section 
25 or section 28, — 


{d) confirm, cancel or vary such order : 

Provided that the Assistant Commissioner shall not 
enhance an assessment unless the appellant has had a 
reasonable opportunity of showing cause against such 
enhancement. 


P. 80, 32. {1) Any assessee objecting to an order passed by an 

106.-A. Appeals against Assistant Commissioner under section 28 
orders of Assistant or to an Order enhancing his assessment 
Commissioner. Under sub-scctiou {S) of scction 31, may 

appeal to the Commissioner within thirty days of the 
making of such order. 

R, 24. {2) The appeal shall be in the prescribed form, and 

P. 68. shall be verified in the prescribed manner. 

(5) In disposing of the appeal the Commissioner may, 
after giving the appellant an opportunity of being heard, 
pass such orders thereon as he thinks fit. 

P. 81. 33. (I) The Commissioner may of his own motion call 

, . for the record of any proceeding under 

ower o review. which has been taken by any 

authority subordinate to him or by himself when exercising 
the power of an Assistant Commissioner under sub-section 
{4) of section 5. 

{2) On receipt of the record the Commissioner may 
make such inquiry or cause such inquiry to be made and, 
subject to the provisions of this Act, may pass such orders 
thereon as he thinks fit : 


Provided that he shall not pass any order prejudicial 
to an assessee without hearing him or giving him a reason- 
able opportunity of being heard. 

* 33-A. {1) Any person aggrieved by an order of an 
Eeference to Board Income-tax Officer under sub-section {1) 
of Eeferees. qj. sub-section {2) of scctiou 23-A may, 

within thirty days of the date on whieh he was served with 
notice of such order, lodge an appeal in the office of the 
Commissioner. 


P. 68. {2) ^ The appeal shall be in the prescribed form and shall 

be verified in the prescribed manner. 


* Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI of 
1930). 
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{3) The Commissioner shall refer such appeal, with a F. 81-A» 
statement of his o^vIl opinion thereon, to a Board of 
Beferees for decision; and the Board of Referees shall de- 
cide the appeal after hearing the appellant and any person 
deputed by the Commissioner : 

Pro\dded that, before making a reference to a Board of 
Referees, the Commissioner may, and at the request of the 
appellant shall, in exercise of his powers of revision under 
section 33, decide the matters in dispute, and thereupon the 
assessee may withdraw his appeal or proceed with it. 

(4) The decision of the Board of Referees shall be for- 
warded to the Commissioner who shall transmit it to the 
Income-tax Officer who passed the original order, and shall 
also send copies to each Income-tax Officer who has made 
any assessment consequent upon such order; and where a 
decision reverses or modifies the order of the Income-tax 
Officer, fresh assessments shall be made in accordance there- 
with, or such consequential adjustments as ma}’- be required 
shall be made in any assessment already made. 

(5) The decision of a Board of Referees shall not be P. 81., 
subject to appeal to any Income-tax authority, and shall 

not be revised by the Commmissioner in exercise of his 
powers under section 33. , 

(6) A Board of Referees shall consist of not less than 
three and not more than five persons, of whom not less than 
one-half shall be non-officials having business experience, 
and one shall be a judicial officer not inferior in rank to a 
Subordinate Judge or a Judge of a Small Cause Court who 
has held judicial office for a period of not less than ten 
years. 

(7) Subject to the provisions of sub-section (6), the 
Central Board of Revenue may make rules regulating the 
formation, composition and procedure of Boards of 
Referees. 

34. If for any reason income, profits or gains charge- F. 82. 
able to income-tax has escaped assess- 
income escaping jjient in any year or has been assessed at 
assessmen . ^ pate, the Income-tax Officer 

may, at any time within one year or the end of that year, 
serve on the person liable to pay tax on such income, profits 
or gains, or, in the case of a company, on the principal 
officer thej'eof, a notice containing all or any of the require- 
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CHAPTEE V. 


Liability in Special Cases. 

P. 85. 40. In the case of any guardian, trustee or agent of any 

Guardians, trustees pcrson being a minor, lunatic or idiot or 
and agents. residing out of British India (all of 

which persons are hereinafter in this section included in 
' the term " beneficiary ”) being in receipt on behalf of such 

beneficiary of any income, profits or gains chargeable under 
this Act, the tax shall be levied upon and recoverable from 
such guardian, trustee or agent, as the case may be, in like- 
manner and to the same amount as it would be leviable 
upon and recoverable from any such beneficiary if of full 
age, sound mind, or resident in British India, and in direct 
receipt of such income, profits or gains, and all the provi- 
sions of this Act shall apply accordingly. 

F. 85. 41. In the case of income, profits or gains chargeable 

„ . ^ , under this Act which are received by the 

ourts 0 ar s, etc. Wai’ds, the Administrators- 

General, the Ofiicial Trustees or by any receiver or manager 
(including any person whatever his designation who in fact 
manages property on behalf of another) appointed by or 
under any order of a Court, the tax shall be levied upon 
and recoverable from such Court of Wards, Administra- 
tor-General, Official Trustee, receiver or manager in the 
like manner and to the same amounts as it would be leviable 
upon and recoverable from any person on whose behalf 
such income, profits or gains are received, and all the pro- 
visions of this Act shall apply accordingly. 

42. { 1 ) In the case of any person residing out of 
, British India, all profits or gains accru- 
ing or arising to such person, whether 
directly or indirectly, through or from any business con- 
nection or property in British India, shall be deemed to be 
income accruing or arising within British India, and shall 
be chargeable to income-tax in the name of the agent of any 
such person, and such agent shall be deemed to be, for ail 
the purposes of this Act, the assessee in respect of such 
income-tax : 

F. 91. Provided that any arrears of tax may be recovered also 

in accordance Avith the provisions of this Act from any 
assets of the non-resident pefson •\^Lich are, or may at any 
time come, within British India. 


F. 15, 53, 
86, 87. 

E. 33. 
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{£) Where a person not resident in British India, and P. 87. 
not being a British subject or a firm or company constituted 
within His Majesty’s dominions or a branch thereof, car- 
ries on business with a person resident in British India, 
and it appears to the Income-tax Officer or the Assistant 
Commissioner, as the case may be, that owing to the close 
connection between the resident and the non-resident 
person and to the substantial control exercised by the non- 
resident over the resident, the course of business between 
those persons is so arranged, that the business done by the 
resident in pursuance of his connection with the non-resi- 
dent produces to the resident either no profits or less than 
the ordinary profits which might be expected to arise in that 
business, the profits derived therefrom or which may rea- 
sonably be deemed to have been derived therefrom, shall be 
chargeable to income-tax in the name of the resident person 
who shall be deemed to be, for all the purposes of this Act, 
the assessee in respect of such income-tax. 

^{ 3 ) Where any profits or gains have accrued or arisen 
to any person directly or indirectly from the sale in British 
India by him or by any agency or branch on his behalf of 
any merchandise exported to British India by him or any 
agency or branch on his behalf from any place outside 
British India, the profits or gains shall be deemed to have 
accrued and arisen and to have been received in British 
India, and no allowance shall be made under sub-section ( 2 ) 
of section 10 in respect of any buying or other commission 
whatsoever not actually paid, or of any other amounts not 
actually spent, for the purpose of earning such profits or 
gains. 

43. Any person employed by or on belialf of a person p. 

Agents to include residing out 6f British India, or having 
persons treated as any busmess connection with such per- 

son, or through whom such person is in 
the receipt of any income, profits or gains upon whom the 
Income-tax Officer has caused a notice to be served of his 
intention of treating him as the agent of the non-resident 
person shall, for all the purposes of this Act, be deemed to 
be such agent : 

Provided that no person shall be deemed to be the agent 
of a non-resident person, unless he has had an opportunity 
of being heard by the Incom^tax Officer as to his liability. 

* Inserted by the Income-tax (Amendment) Act, 1928 (lU of 1928). 

' c2 
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P.74. 


P. 90. 


44. Where any business, profession or vocation carried 

Liability in case of a firm has been discontinued, 

a discontinued firm or every persou who was at the time of such 
partnershiij. discontinuance a member of such firm 

shall be jointly and severall}^ liable for the amount of the 
tax payable in respect of the income, profits and gains of 
the firm. 


CHAPTER V-A.* 

Special provisions relating to certain classes of 

SHIPPING. 

44-A. The provisions of this Chapter shall, notwith- 
Liabiiity to tax of Standing anything contained in the other 
occasional shipping. provisions of tliis Act, apply for the pur- 
pose of the levy and recovery of tax in the case of any 
person who resides out of British India and carries on 
business in British India in any year as the o'wnei’ or 
charterer of a ship (such person hereinafter in this 
Chapter being referred to as the principal), unless the 
Income-tax Officer is satisfied that there is an agent of such 
principal from whom the tax will be recoverable in the 
following year under the other provisions of this Act. 

44-B. (2) Before the departure from any port in British 
Return of, profits India of any ship in respect of which the 
and gains. pi’ovisions of this Chapter apply, the 

master of the ship shall prepare and furnish to the In- 
come-tax Officer a return of the full amount paid or pay- 
able to the principal, or to any person on his behalf, on 
account of the carriage of all passengers, livestock or goods 
shipped at that port since the last arrival of the ship> 
thereat. 

{ 2 ) On receipt of the return, the Income-tax Officer shall 
assess the amount referred to in sub-section (2), and for 
this purpose may call for such accounts or documents as 
he may require, and one-twentieth of the amount so' 
assessed shall be deemed to be the amount of the profits 
and gains accruing to the princiiDal on account of the car- 

• 

* Inserted by the Income-tax (Further Amendment) Act. 1923 (XX'\T!I of 
S923). 
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riage of the passengers, live-stock and goods shipped at 
the port, 

(3) When the profits and gains have been assessed as 
aforesaid, the Income-tax Ofiicer shall determine the sum 
payable as tax thereon at the rate for the time being appli- 
caWe to the total income of a company, and such sum shall 
be payable by the master of the ship, and a port-clearance 
shall not be granted to the ship until the Customs-collector, 
or other ofiicer duly authorised to grant the same, is satis- 
fied that the tax has been duly paid. 

44-C. Nothing in this Chapter shall be deemed to pre- 
. vent a principal from claiming, in any 
3 ^ear following that in which any pay- 
ment has been made on his behalf under this Chapter, that 
an assessment be made of his total income in the previous 
3 ^ear, and that the tax payable on the basis thereof be deter- 
mined in accordance with the other provisions of this Act, 
and, if he so claims, an}’’ such pa}Tnent as aforesaid shall 
be treated as a payment in advance of the tax and the 
difference between the sum so paid, and the amount of tax 
found payable by him shall be paid by him or refunded to 
' him, as the case may be. 


CHAPTER VI. 


Recovery of Tax and Penalties. 


45. Any amount specified as payable in a notice of P. 91. 
^ , , , demand ^under sub-section U) of section 

T“ HS-A or under section 29 or an order 

under section 31 or section 32 or section 33, shall be paid 
within the time, at the place and to the person mentioned 
in the notice or order, or if a time is not so mentioned, then 
on or before the first day of the second month following the 
date of the service of the notice or order, and any assessee 
failing so to pay shall be deemed to be in default, provided 
that, when an assessee has presented an appeal under sec- 
tion 30 ^or under section 33- A , the Income-tax Ofiicer may 
in his discretion treat the assessee as not being in default as 
long as such appeal is undisposed of. 


* Inserted by the Indian Income-tax (Amendment) Act, 1930 (XXI af 1930). 
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P. 91. 46. (1) Wlien an assesses is in default in making a pay- 

Mode and time of Hient of income-tax, the Income-tax 
recovery. Officer may in his discretion direct that, 

in addition to the amount of the arrears, a sum not exceed- 
ing that amount shall be recovered from the assessee by way 
of penalty. 

For the purposes of sub-section (2) the Income- 
tax Officer may direct the recovery of any sum' less than the 
amount of the arrears and may enhance the sum so directed 
to be recovered from, time to time in the case of a continuing 
default, so however that the total sum so directed to be 
recovered shall not exceed the amount of the arrears pay- 
able. 

P. 91. {£) The Income-tax Officer may forward to the Collector 

a certificate under his signature specifying the amount of 
arrears due from an assessee, and the Collector, on receipt 
of such certificate, shall proceeed to recover from such 
assessee the amount specified therein as if it were an arrear 
of land-revenue. 

(3) In any area, with respect to which the Commissioner 
has directed that any arrears maybe recovered by any pro- 
cess enforceable for the recovery of an arrear of any muni- 
cipal tax or local rate imposed under any enactment for the 
time being in force in any part of the province, the Income- 
tax Officer may proceed to recover the amount due by such 
process. 

(4) The Commissioner may direct by what authority any 
powers or duties incident under any such enactment as 
aforesaid to the enforcement of any process for the recovery 
of a municipal tax or local rate shall be exercised or per- 
formed when that process is employed under sub-section 

(5). 

(5) If any assessee is in receipt of any income charge- 
able under the head " Salaries,” the Income-tax Officer 
may require any person paying the same to deduct from any 
payment subsequent to the date of such requisition any 
arrears due from such assessee, and such person shall com- 
ply with any such requisition and shall pay the sums so 
deducted to the credit of the Government of India, or as 
the Central Board of Revenue directs. 

* Inserted by the Income-tax (Amendment) Act, 1928 (111 of 1928). 


P. 91. 


P. 91. 


P. 91. 
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(6) The Local Government may direct with respect to 
any specified area, that income-tax shall be recovered there- 
in, with, and as an addition to, any municipal tax or local 
rate by the same person and in the same manner as the 
municipal tax or local rate is recovered. 

(7) Save in accordance with the provisions of sub-section P. 91. 
(1) of section 42, no proceedings for the recovery of any sum 
payable under this Act shall be commenced after the expir- 
ation of one year from the last day of the year in which any 
demand is made under this Act. 


47. Any sum imposed by way of penalty under the pro- P* 91. 

„ ... visions of sub-section (2) of section 25, 

ecoveiy o pena ties. 28 Or SUb-SCCtion (l) of SCCtion 46, 

shall be recoverable in the manner provided iu this Chapter 
for the recovery of arrear of tax. 


CHAPTER VII. 

Refunds. 

48. (1) If a shareholder in a company who has received P. 11» 63, 
any dividend therefrom satisfies the 9S. 
e un s. Income-tax Officer other authority 

a'pTJointed 'by the Governor General in Council in this 
behalf that the rate of income-tax applicable to the profits 
or gains of the company at the time of the declaration of 
such dividend is greater than the rate applicable to his 
total income of the year in which such dividend was 
declared, he shall, on production of the certificate received 
by him under the provisions of section 20, be entitled to a 
refund on the amount of such dividend (including the 
amount of the tax thereon) calculated at the difference 
between those rates. 

{2) If a member of a registered firm satisfies the Income- P. 10, 11, 
tax Officer '*or other authority appointed by the Governor 55, 73, 
General in Council in this behalf that the rate of income- 92. 
tax applicable to his total income of the previous year was 
less than the rate at which income-tax has been levied on the 
profits or gains of the firm of that year, he shall be entitled 

* Inserted by the Indian Income-tax (Second Amendment) Act, 1930 
(XXII of 1930). 
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F. 11, 59, 
61, 93. 


P. 92 . 


P. 93, 


F. 93, 
93''A, 
94. 


to a refund on liis share of those profits or gains calculated 
at the difference between those rates. 

(3) If the owner of a security from the interest on 
which, or any person from whose salar}', income-tax has 
been deducted in accordance with the provisions of section 
18, satisfies the Income-tax Officer *or other authority 
a'p'pointed hy the Governor General in Conncilin this dehalf 
that the rate of income-tax applicable to his total income 
of the previous year was less than the rate at which income- 
tax has been charged in making such deduction in that 
year, he shall be entitled to a refund on the amount of 
interest or salary from which such deduction has been made 
calculated at the difference between those rates. 

t(4) For the purposes of this section, ‘ total income ’ in- 
cludes, in the case of any person not resident in British 
India, all income, profits and gains wherever arising, accru- 
ing or received, which, if arising, accruing or received in 
British India, would be included in the computation of 
total income under section 16. 

t(5) Nothing in this section shall entitle to any refund 
any person not resident in British India who is neither a 
British subject as defined in section 27 of the British 
Nationality 'and Status of Aliens Act, 1914, nor a .subject 
of a State in India. 

49. {!) If any person who has paid Indian income-tax 
„ „ for any year on any part of his income 

United Kingdom in- pi’oves to the satisiactioii 01 the Income- 
come-tax. Officer that he has paid United 

Kingdom income-tax for that year in respect of the same 
part of his income, and that the rate at which he \yas en- 
titled to, and has obtained, relief under the provisions of 
section 27 of the Finance Act, 1920, is less than the Indian 
rate of tax charged in respect of that part of his income, 
he shall be entitled to a refund of a sum calculated on that 
part of his income at a rate equal to the difference between 
the Indian rate of tax and the rate at which he ivas entitled 
to, and obtained, relief under that section ; 

Provided that the ra,te at which the refund is to be given 
shall not exceed one-half of the Indian rate of tax. 

* Inserted bv the Indian Income-tax (Second Amendment) Act, 1930 
eXXn of 1930). 

+ Inserted by the Income-tax (Amendnient) Act, 192S (III of 1928). 
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(£) In sub-section (1 ) — 

(a) the expression “ Indian income-tax ” means in- 
come-tax and super-tax charged in accordance 
with the provisions of this Act; 

(&) the expression “ Indian rate of tax ” means the 
amount of the Indian income-tax divided by 
the income on which it was charged ; 

(c) the expression “ United Kingdom income-tax 
means income-tax and super-tax chargeable in 
accordance with the provisions of the Income- 
tax Acts. 

50. Ko claim to any refund of income-tax under this P. 95, B, 
Limitation of claims Chapter shall be allowed, unless it is 
for refund. made withiu one year from the last day 

of the year in which the tax was recovered *or before the 
last day of the financial year commencing after the exfiry 
of the “ frevious year ”, as defined in clause {11) of section 
2 in which the income arose on which the tax was recovered, 
whichever 'period may expire later : Provided that a claim 
to refund under section 49 'may be admitted after the period 
of limitation herein prescribed, when the applicant satisfies 
the Commissioner, or an Assistant Commissioner of Income- 
tax specially empowered in this behalf by the Central Board 
of Revenue, that he had sufficient cause for not making the 
claim within such period. 


CHAPTER VIII. 

Offences .^nd Pen.^lties. 

51. If a person fails without reasonable cause or p gg 

Failure to make CXCUSC — ' ^ 

payments or deliver 
returns or statements 
or allow inspection. 

{d) to deduct and pay any tax as required by section 
18 or under sub-section (5) of section 46 ; 

(&) to furnish a certificate required by sub-section 
(y) of section 18 or % section 20 to be 
Wnished; 


* Inserted by the Indian Income-tax (Second Amendment) Act, 1930 
(XXII of 1930). 
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P. 64, 65, 
66, 67, 
69. 


P. 68, 78. 


P. 68, 96. 


P. 9, 97. 


(c) to furnish in due time any of the returns mentioned 

in sectionl9-A^, section 21, section 22, or sec- 
tion 38 ; 

(d) to produce, or cause to be produced, on or before 

the date mentioned in any notice under sub-sec- 
tion (4) of section 22, such accounts and docu- 
ments as are referred to in the notice ; 

(e) to grant inspection or allow copies to be taken in 

accordance with the provisions of section 39, 

he shall, on conviction before a Magistrate, be punishable 
with fine which may extend to ten rupees for every day 
during which the default continues. 

52. If a person makes a statement in a verification men- 
Faise statement in tioned in ^sectton 19- A , or section 22, 

declaration. ^ qv SIlh-SGCtlOn {2) of SGOtioU 26- A., OF 

sub-section (3) of section 30 or sub-section (2) of section 32 
for siih-section (2) of section 33-A, which is false, and 
which he either knows or believes to be false, or does not 
belieye to be true, he shall be deemed to have committed the 

offence described in Section 177 of the Indian Penal Code. xLVof 

isoa 

53. (1) A person shall not be proceeded against for an 

Prosecution to be .t ""der Section 61 or section 52 

instance of Assistant cxcept at the instance of the Assistant 
Commissioner. Commissioner. 

(2) The Assistant Commissioner may stay any such pro- 
ceeding or compound any such offence. 


54. (2) All particulars contained in any statement 

Disclosure of in- rctum fumislied or accounts or 

formation by a public documcnts produccd Under the pro- 

visions of this Act, or in any evidence 
given, or affidavit or deposition made, in the course of any 
proceedings under this Act other than proceedings under 
this Chapter, or in any record of any assessment proceed- 
ing, or any proceeding, relating to the recovery of a de- 
mand, prepared for the purposes of this Act, shall be 
treated as confidential, and, notwithstanding anything con- 
tained in the Indian Evidence Act, 1872, no Court shall, i of 


* Inserted by the Indian Income-tax (Amendment) Act, 1926 (XXIV of 
1926). 

+ Inserted by the Indian Income-tax (Amendment) Act, 1980 ( xX i of 
1930) • 
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save as provided in this Act, be entitled to require any 
public servant to produce before it any such, return, 
accounts, documents or record or any part of any sucli 
record, or to give evidence before it in respect thereof. 

{£) If a public servant discloses any particulars con- 
tained in any such statement, return, accounts, documents, 
evidence, aflSidavit, deposition or record, he shall be punish- 
able with imprisonment which may extend to six months, 
and shall also be liable to fine : 

Provided that nothing in this section shall apply to the 
disclosure — 

{a) of any such particulars for the purposes of a pro- 
secution under * . . . the Indian Penal Code 
in respect of any such statement, return, 
accounts, documents, evidence, affidavit or 
deposition, or for the purposes of a prosecution 
under this Act, or 

(&) of any such particulars to any person acting in 
the execution of this Act where it is necessary 
to disclose the same to him for the purposes of 
this Act, or 

(c) of any such particulars occasioned by the lawful 
employment under this Act of any process for 
the service of any notice or the recovery of any 
demand, or 

(d) of such facts to an authorised officer of the United 
Kingdom, as may be necessary to enable relief 
to be given under section 27 of the Finance Act, 
1920, or a refund to be given under section 49 
of this Act : 

tProvided, further, that nothing in this section shall 
apply to the production by a public servant before a Court 
of any document, declaration or affidavit filed, or- the record 
of any statement or deposition made in a proceeding under 
section 26-A, or to the giving of evidence by a public servant 
in respect thereof. 


XLV 
of I860. 


lO&ll 
Geo. T. 
cb. 18. 


* Amended by the Indian Income-tax (Second Amendment) Act, 1930 
(SXII of 1930). 

t Inserted by tbe Indian Income-tax (Amendment) Act, 1930 (XXI of 
1930). 
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Provided, further, that no prosecution shall be insti- 
tuted under this section except with the previous sanction 
nf the Commissioner. 


CHAPTER IX. 

Super-tax. 

P. 2, 10, 55. In addition to the income-tax charged for any year, 

11, 12, ^ there shall be charged, levied and paid 

gg^ largo o super-lax. I'espect of the total in- 

come of the previous year of any ^■indimd'ual, Hindu un- 
divided family, company, unregistered, firm or other asso- 
ciation of individuals, not being a registered an 

additional duty of income-tax (in this Act referred to as 
super-tax) at the rate or rates laid down for that year by 
Act of the Indian Legislature. 

P. 55, 98. Provided that, where the profits and gains of an un- 
registered firm have been assessed to super-tax, super-tax 
shall not be payable by an individual having a share in the 
firm in respect of the amount of such profits and gains 
which is proportionate to his share. 

P. 11, 98. 56. Subject to the provisions of this Chapter, the total 

Total income for income of any individual, Hindu un- 
purposes of super-tax. divided family, com.'pany, unregistered 

firm or other association of individuals, shall, for the pur- 
poses of super-tax be the total income as assessed for the 
purposes of income-tax, and where an assessment of total 
income has become final and conclusive for the purposes of 
income-tax for any year, the assessment shall also be final 
and conclusive for the purposes of super-tax for the same 
year. 

1 * ** * * ***** 

F. 99. 57. {1) In the case of anyi person residing out of 

Non-resident part- British India who is a member of a regis- 
ners and shareholders, tered firm, and whosc share of the profits 

from such firm is liable to super-tax, the remaining mem- 
bers of such firm who are resident in British India shall 


* Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
t Note. — See note to Section 3. 

** Inserted by Income-tax (Amendment) Act. 1925 (V of 1926) and re- 

pealed by Income-tax (Amendment) Act, 1928 (III of i928). 

J Aniended by Income-tax (Amendment) Act, 1926 (XXIV of 1926). 


43 


be jointly and severally liable to pay the super-tax due 
from the non-resident member in respect of such share. 

*(£) Where the Income-tax Officer has reason to believe 
that any person, who is a shareholder in a company, is 
resident out of British India and that the total income of 
such person will in any year exceed the maximum amount 
which is not chargeable to super-tax under the law for the 
time being in force, he may, by order in writing require 
the principal officer of the company to deduct at the time 
of payment of any dividend from the company to the share- 
holder in that year super-tax at such rate as the Income- 
tax Officer may determine as being the rate applicable in 
respect of the income of the shareholder in that year. 

*(3) If in any year the amount of any dividend or the 
aggregate amount of any dividends paid to any share- 
holder by a company (together with the amount of any 
income-tax payable by the company in respect thereof) 
exceeds the maximum amount of the total income of a 
person which is not chargeable to super-tax under the law 
for the time being in force, and the principal officer of the 
eompany has not reason to believe that the shareholder is 
resident in British India, and no order under sub-section 
(2) has been received in respect of such shareholder by the 
principal officer from the Income-tax Officer, the principal 
officer shall at the time of payment deduct super-tax on the 
amount of such excess at the rate which would be appli- 
cable under the law for the time being in force if the 
amount of such dividend or dividends (together with the 
amount of such income-tax as aforesaid) constituted the 
whole total income of the shareholder. 

(4) Where any person pays any tax under the provi- 
sions of this section on account of another ferson who is 
residing out of British India, credit shall be given therefor 
in determining the amount of the tax to be payable by any 
^gent of such non-resident ^'person under the provisions of 
sections 42 and 43. 

58. {1) All the provisions of this Act, except section 3, 
Application of Act the proviso to sub-scctiou (1) of sectiou 
-to super-tax. 7^ the provisos to section 8, sub-section 

{2) of section 14, and sections 15, 17, 18, 19, 20, 21 and 


* Amended by Income-tax (Amendment) Act, 1926 (X XIV of 1926). 
t Inserted by the Income-tax (Amendment) Act, 1926 (XXIV of 1^6). 
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48 shall apply, so far as may be, to the charge, assessment,, 
collection and recovery of super-tax. 

^Provided that sub-sections (4) to {9) of section 18 shall 
apply, so far as may be, to the assessment, collection and 
recovery of super-tax under sub-section {£) or sub-section 
(3) of section 57 and under section 58-11. \ 

{2) Save as provided in section 57 and section 58-H,'\ 
super-tax shall be payable by the assessee direct. 


tCHAPTEP IX-A. 

Special Provisions relating to certain classes of 

Provident Funds. 

P. 20«'A. 58-A. In this Chapter, unless there is anything repug- 

Definitions. nant in the subject or context, — 

{a) a “ recognised provident fund ” means a provi- 
dent fund -which has been and continues to 
be recognised by the Commissioner, in accord- 
ance with the provisions of this Chapter; 

(5) an “ employer ” means — 

{i) a Hindu undivided family, company, firm or 
other association of individuals or persons, 
or 

{ii) an individual engaged in a business, profes- 
sion or vocation whereof the profits and gains 
are assessable to income-tax under section 10 
or section 11, maintaining a provident fund 
for the benefit of his or its employees ; 

(c) an ” employee ” means an employee participat- 
ing in a provident fund, but does not include 
a personal or domestic servant ; 

(c?) a ‘‘ contribution ” means any sum credited by 
or on behalf of any employee out of his salary, 
or by an employer out of his own monies, to 
the individual account of an employee, but does>- 
not include any sum credited as interest; 


* Inserted by the Income-tax (Amendment) Act, 1926 (XXTV of 1926). 
f Inserted by the Indian Income..tax (Provident Funds Relief) Act^ 
L929 (XII of 1929). 
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•(e) the balance to the credit ” of an employee means 
the total amount to the credit of his individual 
account in a provident fund at any time; 

(/) the “ annual accretion ” to the balance to the cre- 
dit of an employee means the increase to such 
balance in any year, arising from contributions 
and interest; 

{g) the “ accumulated balance due ” to an employee 
means the balance to his credit, or such portion 
thereof as may be claimable by him under the 
regulations of the fund, on the day he ceases 
to be an employee of the employer maintaining 
the fund ; and 

'(^) the “ regulations of a fund ” means the special 
body of regulations governing the constitution 
and administration of a particular provident 
fund. 


58-B. {!) The Commissioner of Income-tax may ac- 5 

The according and “f? recognition to any provident fund 
withdrawal of recogni- TvhlCh, lU hlS OpiUlOU, satisfies the COU- 

ditions prescribed in section 58-C and 
the rules made thereunder, and may, at any time, withdraw 
^uch recognition if, in his opinion, the provident fund con- 
travenes any of those conditions. 

{2) The Governor General in Council may, at his dis- 
cretion, direct the Commissioner of Income-tax to refuse 
to accord recognition to any provident fund, or may, at 
any time, withdraw recognition from any recognised pro- 
vident fund. 


(3) An order according recognition shall take effect on 
such date as the Commissioner may fix in accordance with 
any rules the Central Board of Eevenue may make in this 
behalf, such date nor being later than the last day of the 
financial year in which the order is made. 

{ 4 ) An order withdrawing recognition shall take effect 
Trom the day on which it is made. 

(5) An employer objecting to an order of the Commis- 
sioner refusing to recognise a provident fund may appeal, 
within sixty days of such order, to the Central Board of 
Revenue. 

The appeal shall be in the form and shall be verified in 
!the manner prescribed by the Central Board of Bevenue. 


. SOxHt 
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P. 20C, 58-0. {!) In order that a provident fund may receive 

20-D. Conditions to be retain recognition, it shall satisfy 

satisfied by a recog- the couditions Set out below and any 

nised provident fund, other Conditions which the Governor 

General in Council may, by rule, prescribe — 

{a) All employees shall be employed in India, or shall 
be employed by an employer whose principal 
place of business is in British India. 

(&) The contributions of an employee in any year shall 
be a definite proportion of his salary for that 
year, and shall be deducted by the employer 
from the employee’s salary in that proportion, 
at each periodic'ai payment of such salary in. 
that year, and credited to the employee’s indi- 
vidual account in the fund. 

(c) Subject to the provisions of section 58-D, the con- 
tributions of an employer to the individual 
account of an emplo57^ee in any year shall not 
exceed the amount of the contributions of the 
employee in that year, and shall be credited 
to the employee’s individual account at inter- 
vals not exceeding one year. 

{d) The fund shall consist of contributions as above- 
specified, of accumulations thereof, and of in- 
terest (simple and compound), credited in 
respect of such contributions and accumula- 
tions, and of securities purchased therewith, 
and of no other sums. 

{e) The fund shall be vested in two or more trustees* 
or in the Official Trustee, under a trust which 
shall not be revocable save with the consent of 
all the beneficiaries. 

(/) The employer shall not be entitled to recover any 
sum whatsoever from the fund, save in cases- 
where the employee is dismissed for miscon- 
duct or voluntarily leaves his employment 
otherwise than on* account of ill-health or 
other unavoidable cause before the expiration 
of the term of service specified in this behalf 
in the regulations of the fund. 


•^Inserted by the Income-tax (Amendment) Act, 1931 (IV of 1931). 
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In sucli cases the recoveries made by the employer 
shall be limited to the contributions made by 
him to the individual account of the employee, 
and to interest (simple and compound) credited 
in respect of such contributions and accumula- 
tions thereof, in accordance "with the regula- 
tions of the fund. 

(^) The accumulated balance due to an employee shall 
be payable on the day he ceases to be an em- 
ployee of the employer maintaining the fund. 

{h) Save as provided in clause (y), or in accordance 
vrith such conditions and restrictions as the 
Governor General in Council may, by rules, 
prescribe, no portion of the balance to the 
credit of an employee shall be payable to him. 

• {2) Where there is a repugnance between any regula- 
tion of a recognised provident fund and any provision of 
this Chapter or of the rules made thereunder, the regula- 
tion shall, to the extent of the repugnance, be of no effect. 

The Commissioner may, at any time, require that such 
repugnance shall be removed from the regulations of the 
fund. 

58-D. Subject to any rules which the Governor General p. gO»»C. 

Power to relax re- in Council may make in this behalf, the 
cSSti?nsTn°^c£ Commissioner may, in respect^ of any 
tain cases. particular fund, relax the provisions of 

condition (c) of sub-section (1) of section 58- C — 

{a) so as to permit the payment of larger contributions 
by an employer to the individual accounts of 
' employees whose salary does not exceed five 
hundred rupees per mensem; and 

(6) so as to permit the crediting by employers to the 
individual accounts of employees of periodical 
bonuses or other contributions of a contingent 
nature, where the calculation and payment of 
such bonuses or other contributions is provided 
for on definite principles by the regulations of 
the fund. 
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58-E. The annual accretion in any year to the balance 

Annual aooretion *6 Credit of an employee paiticipat 
deemed to be income mg 111 a recognised providcnt lund shall 
received. deemed to have been received by him 

in that j^ear and shall be included in his total income for 
that 3 ^ear, and, subject to the exemptions specified in sec- 
tion 58-F, shall be liable to income-tax and super-tax : 

Provided that, for the purpose of sub-section (5) of 
section 15, out of such annual accretion only the employee’s 
own contributions shall be included in his total income. 

P. 11, 20, 58-F. ( 1 ) An emplo5'-ee shall not be liable to pay in- 

S0.E, Exemption of annual coiiie-tax on Contributions to his indivi- 

20.-F. accretion from income dual account in a rccogniscd provident 

fund, in so far as the aggregate of such 
contributions in any year does not exceed one-sixth of his 
salary in that year. 

{£) In the accounts of a recognised provident fund, the 
contributions exempted from income-tax under sub-section 
( 1 ) and accumulations thereof shall be shovm separately, 
and interest thereon shall be calculated and shown sepa- 
rately. Such interest shall be exempt from payment of 
income-tax, in so far as it is allowed at a rate not exceed- 
ing such rate as the Governor General in Council may, by 
notification in the Gazette of India, fix in this behalf. 

P. 20. 58-G-. Where an employee participating in a recognised 

Exemption of ac- providcut fund has rendered continuous 
froT^tncome-tax'^Tud seiwicc with his employer for a period 
super-tax. of iiot less than five years, and the accu- 

mulated balance due to him becomes payable, such accu- 
mulated balance shall be exempt from payment of income- 
tax and super-tax, and shall be excluded from the compu- 
tation of his total income : 

Provided that the Commissioner of Income-tax may 
allow such exemption and exclusion where the employee 
has rendered continuous service with the employer for a 
period of less than five years, if, in his opinion, the ser- 
vice has been terminated by reason of the employee’s ill- 
health, or by the contraction or discontinuance of the em- 
ployer’s business, or other cause beyond the control of the 
employee. 

( 2 ) Where exemption from payment of income-tax is 
not allowed under the provisions of sub-section (1), the In- 
come-tax Officer shall calculate the total of the various 
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sums of income-tax from the payment of which the contri- 
butions and interest credited to the employee’s individual 
account have been exempted under the provisions of sub- 
sections (l) and (2) of section 58-F, and such total shall 
be payable by the employee, in addition to any other in- 
come-tax for which he may be liable for the 'year in which 
the accumulated balance due to him becomes payable. 

58-H. The trustees of a recognised provident fund, or 
Deduction at souice Other persoii authorised by the regula- 

fn iTcrnuMcd’iiaS fund to make payment of 

ces due. accumulated balances due to employees, 

sliall, at the time an accumulated balance due to an 
employee is paid, deduct therefrom any income-tax pay- 
able under sub-section (2) of section 58-G and any income- 
tax and super-tax payable on an employee’s total income 
as determined under sulD-section (5) of section 58-J, and 
sub-sections (.4) to (9) of section 18 shall apply as if the 
sum to be deducted were income-tax payable under the 
head ” Salaries 

58-1. (l) The accounts of a recognised provident fund P. 2Oo0. 
Accounts of rccoR- be maintained by the trustees of 

lu'sed provident funds, the fund and sliall be in such form and 
for such periods, and shall contain such particulars as the 
Central Board of Revenue may prescribe. 

(2) The accounts shall be open to inspection at all rea- 
sonable times by Income-tax authorities, and the trustees 
shall furnish to the Income-tax Officer such abstracts there- 
of as the Central Board of Revenue may prescribe. 

58-J. (l) Where recognition is accorded to a provident P. 20<«(x. 
.f b.hn. existing balances, an account 

ce.'i in newly recog- shall bc made 01 tlie fund up to the day 
niscd provident funds, hefoi’c the day ou wliich the recognition 

takes effect, showing the balance to the credit of each em- 
ployee on such day, and containing such further particulars 
as the Central Board of Revenue may prescribe. 

(2) The account shall also show in respect of the balance 
to the credit of each employee the amount thereof which 
is to be transferred to that employee’s account in the recog- 
nised provident fund, and such amount (hereinafter called 
his transferred balance) shall be shown as the balance to 
his credit in the recognised provident fund on the date on 
which the recognition of the fund takes effect, and sub- 
sections (3) and (4) shall apply thereto. 
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Any portion of the balance to the credit of an employee 
in the existing fund which is not transferred to the recog- 
nised fund shall be excluded from the accounts of the 
recognised fund and shall be liable to income-tax and super- 
tax in accordance with the provisions of this Act other 
than this Chapter. 

(3) Subject to such rules as the Central Board of 
Revenue may make in this behalf, the Income-tax Officer 
shall make a calculation of the aggregate of all sums com- 
prised in a transferred balance which would have been 
liable to income-tax if this Chapter had been in force 
from the date of the institution of the fund, without re- 
gard to any tax which may have been paid on any such 
sum, and such aggregate (if any) shall be deemed to be 
income received by the employee in the year in which the 
recognition of the fund takes effect, and shall be included 
in the employee’s total income for that year; and, for the 
purposes of assessment, the remainder of the transferred 
balance shall be disregarded, but no other exemption or 
relief, by way of refund or otherwise, shall be granted in 
respect of any sum comprised in such transferred balance : 

Provided that, in cases of serious accounting difficulty, 
the Commissioner shall have power subject to the said rules, 
to make a summary calculation of such aggregate. 

(4) Notwithstanding anything contained in condition 
(h) of sub-section (1) of section 58-C, an employee, in order 
to enable him to pay the amount of tax assessed on his 
total income as determined under sub-section (5), shall be 
entitled to withdraw from the balance to his credit in the 
recognised provident fund a sum not exceeding the differ- 
ence between such amount and the amount to which he 
would have been assessed if the transferred balance had 
not been included in his total income. 

(5) Nothing in this section shall affect the rights of the 
persons administering an unrecognised provident fund or 
dealing with it, or with the balance to the credit of any 
individual employee, before recognition is accorded, in 
any manner which may be lawful. 

P. 20*'K. 58-K. (1) Where an employer who maintains a provi- 

Treatment of fund ^ent fund (v^hetlicr^ recognised or not) 
transferred by employ- for the benefit of his employees and has 
er to trustee transferred the fund or any portion 

of it, transfers such fund or portion to trustees in trust 
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for the employees participating in the fund, the amount 
so transferred shall be deemed to be of the nature of capital 
expenditure. 

{2) When an employee participating in such fund is 
paid the accumulated balance due to him therefrom, any 
portion of such balance as represents his share in the 
amount so transferred to the trustee (without addition of 
interest, and exclusive of the employee’s contributions and 
interest tliereon) shall be deemed to be an expenditure by 
the employer within the meaning of clause {io^ of sub- 
section {2) of section 10, incurred in the year in which the 
accumulated balance due to the employee is paid. 

58-L. (I) All rules made under this Chapter shall be 
Provisions relating subject to the provisious of sub-sectious 
^ (4) and (5) of section 59. 

{2) In addition to any power conferred by this Chapter, 
the Governor General in Council may make rules — 

ip) prescribing the statements and other inform- 
ation to be submitted with an application for 
recognition ; 

(5) limiting the contributions to a recognised pro- 
vident fund by employees of a company who 
are shareholders in the company; 

(c) providing for the assessment by way of penalty 
of any consideration received by an employee 
for an assignment of, or creation of a charge 
upon, his beneficial .interest in a recognised 
provident fund; 

{d) determining the extent to and the manner in 
which exemption from payment of income- 
tax and super-tax may be granted in respect 
of contributions and interest credited to the 
individual accounts of employees in a provi- 
dent fund from which recognition has been 
withdrawn; and 

(e) generally, to carry out the purposes of this 
Chapter and to secure such further control 
over the recognition of provident funds and 
the administration of recognised provident 
funds as he may deem requisite. 
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P. 101. 


R. 23-24. 
P. 107. 

R. 25-32; 
35. 

R. 33-35. 
R. 36-40. 


58-M. This Chapter shall not apply to any provident 
•Application of this fund to v^Mch the Provident Funds Act, Hi^iof 192«. 
Chapter. 1925, applies. 


CHAPTER X. 


Miscellaneous. 


59. (2) The Central Board of Revenue may, subject to 
^ , , the control of the Governor General in 

ower to ma e ru os. make I'ules for Carrying out the 

purposes of this Act and for the ascertainment and deter- 
mination of any class of income. Such rules may be made 
for the whole of British India or for such part thereof as 
may be specified. 

(£) Without prejudice to the generality of the fore- 
going power, such rules maj^ — 


(a) prescribe the manner in which, and the proce- 
dure by which, the income, profits and gains 
shall be arrived at in the case of — 


(i) incomes derived in part from agriculture and 
in part from business ; 

(n) insurance companies; 

(ni) persons residing out of British India ; 

(&) prescribe the procedure to be followed on appli- 
cations for refunds; 

(c) provide for such arrangements with His 

Majesty’s Government as may be necessary 
to enable the appropriate relief to be granted 
under section 27 of the Finance Act, 1920, orjoj^n 
under section 49 of this Act ; g«o. v. 

(d) prescribe the year which, for the purpose of 

relief under section 49, is to be taken as cor- 
responding to the year of assessment for the 
purposes of section 27 of the Finance Act, eh. is.’ 
1920; and 

(e) provide for any matter which by this Act is to 

be prescribed. 
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^(5) In cases coming under clause {a) of sub-section 
{2), where the income, profits and gains liable to tax cannot 
be definitely ascertained, or can be ascertained only with 
an amount of trouble and expense to the assessee which, in 
the opinion of the Central Board of Revenue, is unreason- 
able, the rules made under that sub-section may — 

{a) prescribe methods by which an estimate of such 
income, profits and gains may be made, and 

(5) in cases coming under sub-clause {i) of clause 
{a) of sub-section {2), prescribe the propor- 
tion of the income which shall be deemed to 
be income, profits and gains liable to tax, 

and an assessment based on such estimate or proportion 
shall be deemed to be duly made in accordance with the pro- 
visions of this Act. 


(4) The power to make rules conferred by this section P. 101, 
shall, except on the first occasion of the exercise thereof, 

be subject to the condition of previous publication. 

(5) Rules made under this section shall be published in 
the Gazette of India, and shall thereupon have effect as if 
enacted in this Act. 


60. (I) The Governor-General in Council may, by noti- P. 17, 

fication in the Gazette of India, make an 17»'A, 
exemption, reduction in rate or other 34«'A, 
modification, in respect of income-tax in 
favour of any class of income, or in regard to the whole or 
-any part of the income of any class of persons. 

t(^) Where, by reason of any portion of an assesses’ s 
salary being paid in arrears or in advance, his income is 
■assessed at a rate higher than that at which it would other- 
wise have been assessed; the Governor General in Council 
may grant such relief as he may think fit. 

61. Any assessee, who is entitled or required to attend F, 71. 

Appearance by before any lucome-tax authority in con- . 

fl,uthorised represent- ncction with any proceedings, under this 

Act, may attend either in person or by 
any person authorised by him in writing in this behalf. 

62. A receipt shall be given for any money paid or re- 
Seceipts to be given, covcred Under this Act. 


* Inserted by the Income-tax (Amendment) Act, 1927 (XXVIII of 1927). 
t Inserted by the Indian Income-tax (Amendment) Act, 1930' (XXII of 
1930. 1 
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P. 104. 


P. 105. 


P. S4, 64. 


P. 106. 


63. (1) A notice or requisition under this Act may be 
served on the person therein-named 
either by post or, as if it were a summons 


Service of notices. 


issued by a Court,- under the Code of Civil Procedure, 1908. 

(2) Any such notice or requisition may, in the case of a 
firm or a Hindu undivided family, be addressed to any 
member of the firm or to the manager, or any adult male 
member of the familj'- ^and, in the case of any other asso- 
ciation of individuals, he addressed to the 'principal officer 
thereof. 

64. (Z) Where an assessee carries on business at any 
T,, . , place, he shall be assessed by the Income- 

tax Officer of the area in which that 
place is situate or, where the business is carried on in more 
places than one, the Income-tax Officer of the area in 
which his principal place of business is situate. 

{2) In all other cases an assessee shall be assessed by the 
Income-tax Officer of the area in which he resides. 


{3) Where any question arises under this section as to 
the place, of assessment, such question shall be determined 
by the Commissioner, or, where the question is between 
places in more provinces than one, by the Commissioners 
concerned, or, if they are not in agreement, by the Central 
Board of Revenue : 

Provided that, before any such question is determined 
the assessee shall have had an opportunity of representing- 
his views. 


(4) Notwithstanding anything contained in this sec- 
tion, every Income-tax Officer shall have all the powers con- 
ferred by or under this Act on an Income-tax Officer in re- 
spect of any income, profits or gains accruing, or arising or 
received within the area for which he is appointed. 

65. Every person deducting, retaining or paying any 

tax in pursuance of this Act in respect 
of income belonging to another person is 
hereby indemnified for the deduction, retention or payment 
thereof. 

66. (Z) If, in the course of any assessment under this. 

of c.,0 Act or any proceeding in connection 
by Commissioner to therewith Other than a proceeding under 
High Court. Chapter VIII, a question of law arises. 


Amended by the Income-tax (Amendment) Ac|;, 1924 (XI of 1924), 
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the Commissioner may, either on his own motion or on 
reference from any Income-tax authority subordinate to 
him. draw up a statement of the case and refer it with his 
own opinion thereon to the High Court. 

{2) "^Within, sixty days of the date on which he is served 
with notice of an order under section 31 or section 32 tor of 
a decision hy a Board of Referees under section 33-A , the 
assessee in respect of whom the order tor decision was 
passed may, Idt application accompanied by a fee of one 
hundred rupees or such lesser sum as may be prescribed, 
require the Commissioner to refer to the High Court any 
question of law arising out of such order tor decision, and 
the Commissioner shall, within ^sixty days of the receipt 
of such application, draw uj) a statement of the case and 
refer it with his own opinion thereon to the High Court ; 

Provided that if in exercise of his power of revisioni 
under section 33, the Commissioner decides the question, 
the assessee may withdraw his application, and if he does 
so, the fee paid shall be refunded. 

(•S) If on any application being made under sub-section 
{2), the Commissioner refuses to state the case on the ground 
that no question of law arises, the assessee may apply 
\ivithin six months from the date on which he is served 
with notice of the refusal to the High Court, and the High 
Court if it is not satisfied of the correctness of the Com- 
missioner’s decision, may require the Commissioner to 
state the case and to refer it, and, on receipt of any such 
requisition, the Commissioner shall state and refer the case 
accordingly. 

(4) If the High Court is not satisfied that the state- 
ments in a case referred under this section are sufficient to 
enable it to determine the question raised thereby, the Court 
may refer the case back to the Commissioner by whom it 
was stated to make such additions thereto or alterations 
therein as the Court may direct in that behalf. 

(5) The High Court upon the hearing of any such case 
shall decide the questions of law raised thereby, and shall 
deliver its judgment thereon containing the grounds on 

* Amoncled by the Indian Tncoine-tax (Second Amendment) Act, 1930 
<XXIT of 1930). 

t Inserted bv the Indian Income-tax (Amendment) Act, 1930 (XXI of 
1930). 

+ Amended by the Income-tax (Amendment) Act, 1928 (III of 1928). 

§ Amended by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
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•which such decision is founded, and shall send to the Com- 
missioner by wliom the case was stated a copy of such judg- 
ment under the seal of the Court and the signature of the 
Begistrar, and the Commissioner shall dispose of the case 
accordingly, or, if the case arose on a reference from any 
Income-tax authority subordinate to him, shall forward a 
copy of such judgment to sucli authority who shall dispose 
of the case conformably to such judgment. 

(6) Where a reference is made to the High Court on the 
application of an asse.ssee, the costs shall be in the dis- 
cretion of the Court. 

(7) Notwithstanding that a reference has been made 
under this section to the High Court, income-tax shall be 
payable in accordance with the assessment made in the 
case : 

Provided that, if the amount of an assessment is re- 
duced as a result of such refei'ence, the amount overpaid 
shall be refunded with such interest as the Commissioner 
may allow. 

For the purposes of this .section the High Court ’* 

means — 

(a) in relation to the North-West Frontier Province 

and British Baluchistan, the High Court of 

Judicature at Lahore; 

(b) in relation to the j^rovince of Ajmer-Merwara, 

the High Court of Judicature at Allahabad; 

and 

(c) in relation to the ])rovince of Coorg, the High 

Court of Judicature at Madras. 

^66- A. (1) When any case has been referred to the High 
.non fn i.n Coui’t uudcr sectiou 66, it shall be heard 

Keierence to be -r^ i n i \ -ri 

heard by Benches of bv a Beiicll of nOt IcSS than tWO JUGgaS 

S,t?aitoHe1ncer£ 0 ^ ^hc High Coiii’t, and iu rcspect of 

cases to Privy Conn- SUcll CaSC the prOVisiOUS of SGCtlOn 98 of 

the Code of Civil Procedure, 1908, shall, Vof 
so far as may be, apply notwithstanding anything con- 
tained in the Letters Patent of any High Court established 
by Letters Patent or in any other law for the time being in 
force. 

(£) An appeal shall lie to His Majesty in Council from 
any judgment of the High Court delivered on a reference 


* Inserted by the Inbome-tax (Amendment) Act, 1926 (XXIV of 1926). 
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rof 

3908, 


made under section 66 in any case which the High Court 
certifies to be a fit one for appeal to His Majesty in Council. 

(5) The provisions of the Code of Civil Procedure, 
1908, relating to appeals to His Majesty in Council shall, 
so far as may be, apply in the case of appeals under this 
section in like manner as they apply in the case of appeals 
from decrees of a High Court : 

Provided that nothing in this sub-section shall be 
deemed to afiect the provisions of sub-section (5) or sub- 
section (7) of section 66 : 

Provided, further, tliat the High Court may, on peti- 
tion made for the execution of the order of His Majesty in 
Council in respect of any costs awarded thereby, transmit 
the order for execution to any Court subordinate to the 
High Court. 

{4) Where the judgment of the High Court is varied or 
reversed in appeal under this section, effect shall be given 
to the order of His Majesty in Council in the manner pro- 
vided in sub-sections (5) and (7) of section 66 in the case of 
a judgment of the High Court, 

(5) Nothing in this section shall be deemed — 

{a) to bar the full and unqualified exercise of His 
Majesty’s pleasure in receiving or rejecting 
appeals to His Maje.sty in Council, or other- 
wise howsoever, or 

(6) to interfere with any rules made by the Judiciat 
Committee of the Privy Council, and for the 
time being in force, for the presentation of 
appeals to His Majesty in Council, or their 
conduct before the said Judicial Committee. 

67. No suit shall be brought in any Civil Court to set 
aside or modify any assessment made 
Court under this Act, and no prosecution, suit 

or other proceeding shall lie against any 
Government officer for anything in good faith done or 
intended to be done under this Act. 

*67-A. In computing the period of limitation pre- p. 

scribed for an appeal under this Act or 

perior“if'iLLitatio2 an application under section 66, the 

day on which the order complained of 

* Inserted by tbe Indian Income-tax (Second Amendment) Act, 1930 
(XXII of 1930). 
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was made, and the time requisite for obtaining a copy of 
such order, shall be excluded. 

*68. [^Re'pealed.'l 


Extract from the Indian Finance Act, 19S1. 

^ ^ -k- 

1. (i) This Act mav be called the Indian Finance Act, 
1931. 

^ ^ ^ :K' 

7. (1) Income-tax for the year beginning on the first 
day of April, 1931, shall be charged at the rates specified 
in Part I of the fourth Schedule. 

{2) The rates of super-tax for the year beginning on the 
first day of April, 1931, shall, for the purposes of section 
55 of the Indian Income-tax Act, 1922, be those specified 
in Part II of the fourth Schedule. 

(5) For the purposes of the fourth Schedule “ total in- 
come ” means total income as determined, for the purposes 
of income-tax or super-tax as the case may be, in accord- 
ance with the provisions of the Indian income-tax Act. 
1922. 

* 


SCHEDULE IV. 

[See section 7.] 

Part I. 

Rates of Income-tax. 

A. In the case of every individual, Hindu 
undivided family, unreRistered finn and 
otlier association of individuals not be- 
ing a registered firm or a company — 

Rate. 

(1) When the total income is loss than 'Nil. 

Rs. 2,000. 

(2) When the total Income is Rs. 2,000 Six pie.s in the rupee, 
or upwards, but is less than Rs. 5,000. 

(3) When the total income is R.s. 6,000 or Nine pies in the rupee, 
upwards, but is less than Rs. 10,000. 

(4) When the total income is Rs. 10,000 One anna in the rupee. 

or upwards, but is less than 
Rs. 15,000. 

(5) When the total income is Rs. 15,000 or One anna and four pie.s in 
upw’ards, but is less than Rs. 20,000. the rupee. 


* Repealed by the Repealing Act. 1927 (Nil of 1927). 

t Amended by the Indian Finance (Supplementary and Extending) Act, 
1931 (page 60 of the manual). 
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(6) Wiien the total income is Ks. 20,000 

or ■ upwards, but is less than 

Rb. 30,000. 

(7) When the total income is Rs. 30,000 

or upwards, but is less than 

Rs. 40,000. 

(8) When the total income is Rs. 40,000 

or upwards, but is less than 

Rs. 1,00,000. 

(9) When the total incozne is Rs. 1,00,000 
or upwards. 

B, In the case of every company and regis- 
tered firm, wliatever its total income. 


Rate. 

One anna and seven pies in 
the rupee.’ 

One anna and eleven pies in 
the rupee. 

Two annas and one pie in the 
rupee. 

Two annas and two pies in 
the rupee. 

Two annas and two pies in 
the rupee. 


Part II. 


Rates of Suyer-tao). 


In respect of the excess over thirty thousand 
rupees of total income — 

(1) in the case of every company — 

(o) in respect of the first twenty 
thousand rupees of such excess. 
t,h) for every rupee of the remainder 
of such excess. 

(2) (a) in the case of every Hindu un- 
divided family — 

(i) in respect of the first forty- 
five thousand rupees of such 
excess. 

(ii) for every rupee of the next 
twenty-five thousand rupees of 
such excess. 

(&) in the case of every individual, 
unregistered firm and other 
association of individuals not 
being a registered firm or a 
company — 

(i) for every rupee of the first 
twenty thousand rupees of 
such excess. 

(ii) for every rupee of the next 
fifty thousand rupees of 
such excess. 

(c) in the case of every individual, 
Hindu undivided family, unre- 
gistered firm and other associa- 
tion of individuals not being a 
registered firm or a company — 

(i) for every rupee of the next 

fifty thousand rupees of 

such excess. 

(ii) for every rupee of the next 

fifty thousand rupees of 

such excess. 

(iii) for every rupee of the next 

fifty thousand rupees of 

■ such excess. 


Rate. 

m. 

One anna in the rupee. 

mi. 

One anna and three pies in 
the rupee. 


Nine pies in the rupee. 

One anna and three pies in 
the rupee. 


One anna and nine pies in 
the rupee. 

Two annas and three pies in 
the rupee. 

Two annas and nine pies in 
the rupee. 
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<iv) for 

every rupee 

of the 

next 

fifty- 

thousand 

rupees 

of 

such 

excess. 



(v) for 

evei’y rupee 

of the 

next 

fifty 

thousand 

rupees 

of 

such 

excess. 



(vi) for 

every rupee 

of the 

next 

fifty 

thousand 

rupees 

of 

such 

excess. 



(vii) for 

every rupee 

of the 

next 

fifty 

thousand 

rupees 

of 

such 

excess. 



(viii) for 

every rupee 

of the 

next 

fifty- 

thousand 

rupees 

of 

such 

excess. 



(ix) for 

every rupee 

of the 

next 

fifty 

thousand 

rupees 

of 

such 

excess. 



(x) for 

every rupee 

of the re- 


mainder of such excess. 


Rate. 

Three annaa and three pies in 
the rupee. 

Three annas and nine pies in 
the rupee, 

' Four annas and three pies in 
the rupee. 

Four annas and nine pies in 
the rupee. 

Five annas and three pies in 
the rupee. 

Five annas and nine pies in 
the rupee. 

Six annas and three pies in 
the rupee. 


Extracts from the Indian Finance ( Su'p'plementary and 

Extending) Act^ 1981. 

1. This Act may be called the Indian Finance (Supple- 
mentary and Extending) Act, 1931. 

2. The operation of section 2 of the Indian Finance 
Act, 1931, fixing the rate of salt duty for the year begin- 
ning on the 1st April, 1931, of section 5 of the said Act 
and the Third Schedule thereto as amended by section 6 of 
this Act, fixing inland postage rates for the said year, and 
of section 7 of the said Act and the Fourth. Schedule thereto 
as amended by sections 7, 8 and 9 of this Act, fixing rates 
of income-tax and super-tax for the said year, is hereby 

extended to the 31st dav of March, 1933. 

«/ ^ 

7. (1) In Part I of Schedule IV to the Indian Finance 
Act, 1931, for the item — 

“ When the total income is less than Nil ” 

Rs. 2,000. 

the following shall be substituted, namely : — 

“ When the total income is Rs, 1,000 Four pies in the rupee.” : 
or upwards hrit is less than 
Rs. 2,000. 

Provided that for the year beginning on the 1st day of 
April, 1931, the rate chargeable on any such total income 
shall be two pies in the rupee only. 
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(2) For the purpose of assessing and collecting the tax 
imposed by the proviso to sub-section (1), — 

{a) the Indian Income-tax Act, 1922, shall be deemed 
to be subject to the adaptations set out in Part I 
of Schedule II to this Act, and 

(&) the Central Board of Revenue may make rules — 

(?) making such further adaptations in the Indian 
Income-tax Act, 1922. as may seem to it to 
be necessary to secure that the tax shall be 
equitably levied, and 

{ii) regulating the procedure of income-tax authori- 
ties in securing the assessment and collection 
of the tax and the granting of refunds aris- 
ing therefrom. 

(5) For the purpose of assessing and collecting the 
taxes imposed by sub-section {!), the Indian Income-tax 
Act, 1922, shall be deemed to be subject to the adaptations 
set out in Part I-A, of Schedule II to this Act.’’ 

8. (7) In respect of the year beginning on the 1st day 
of April, 1931, each rate of income-tax and super-tax speci- 
fied in Schedule IV to the Indian Finance Act, 1931, 
excluding the rate imposed by section 7. shall be increased 
by one-eighth of its amount. 

{2) For the purpose of assessing and collecting the addi- 
tional tax imposed by sub-section (7), — 

{a) the Indian Income-tax Act, 1922, shall be deemed 
to be subject to the adaptations set out in 
Part II of Schedule II to this Act, and 

(&) the Central Board of Revenue may make rules — 

{i) making such further adaptations in the Indian 
Income-tax Act, 1922, as may seem to it to be 
necessary to secure that the additional tax 
shall be equitably levied, and 
(ii) regulating the procedure of income-tax authori- 
ties in securing the assessment and collection 
of the tax and the granting of refunds aris- 
ing therefrom. 

9. In respect of the year beginning on the 1st day of 
April, 1932, each rate of income-tax and super-tax speci- 

* Inserted by the Indian Finance (Supplementary and Extending) Amend- 
ment Act, 1932 (IV of 1932). 
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fied in Schedule IV to the Indian Finance Act, 1931, ex- 
cluding the rate imposed by section 7, shall be increased by 
one-fourth of its amount. ' 

^ ^ ^ ^ ^ 


SCHEDULE II. 

Adaptations of the Indian Income-tax Act, 1922. 

Part I. 

{See section 7.) 

Adaptations for the assessment and collection of income- 
tax in the current financial year on total incomes of 
Rs. 1,000 and upivard and less than Rs. 2,000. 

1. For the purposes of the proviso to sub-section (2) of 
section 18 of the Indian Income-tax Act, 1922, any person 
responsible for paying any income less than Rs. 2,000 
ehargeable under the head “ Salaries ” shall be deemed to 
have failed to deduct income-tax at the time of making all 
payments made before the commencement of this Act, and 
such person may make the adjustments permitted by that 
proviso. 

2. Notwithstanding that the Income-tax Officer has 
assessed the total income of an assessee under section 23 of 
the Indian Income-tax Act, 1922, and has found that 
nothing is payable thereon, he may proceed to determine 
the sum payable by such assessee by virtue of section 7 of 
this Act, and such sum shall, for the purposes of the 
Indian Income-tax Act, 1922, be deemed to be a sum deter- 
mined under section 23 of that Act. 

^ # 

Part I-A. 

{See section 7.) 

Adaptations to provide for the summary assessment of such 

incomes. 

1. The Income-tax Officer may, save where he has serv- 
ed a notice under sub-section {2) of section 22 of the Indian 
Income-tax Act, 1922, make a summary assessment of the 
income of an assessee to the best of his judgment, and shall 

* Inserted by the Indian Finance (Supplementary and Extending) Amend- 
ment Act, 1932 (IV of 1932). 
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serve on the assessee a notice of demand in a form to be 
prescribed by the Central Board of Revenue; and such 
notice shall be deemed to be a notice of demand under sec- 
tion 29 of that Act. 

2. Anj'' assessee in respect of whom such summarj^ 
assessment has been made may, within thirty days of re- 
ceipt of the notice of demand, make an application to the 
Income-tax Officer for the cancellation or revision of the 
assessment, and the Income-tax Officer shall, after examin- 
ing any accounts and documents and hearing any evidence 
which the assessee may produce, and such other evidence 
as the Income-tax Officer may require, determine, by order 
in writing, the amount of the tax, if any, payable by the 
assessee, and such determination shall be final : 

Provided that, if any assessee making such application 
files therewith a return of his income under sub-section {2) 
of section 22 of the Indian Income-tax Act, 1922, the appli- 
cation shall be deemed to be a return under that sub-section 
and shall be dealt with accordingly. 

3. A copy of an order under paragraph 2 shall be serv- 
ed on the assessee to whom it relates and shall be deemed 
to be a notice of demand under section 29 of the Indian 
Income-tax Act, 1922. 

4. The above procedure shall apply also to the assess- 
ment and collection during the financial year 1932-33 of 
incomes of Rs. 1,000 and upward and less than Rs. 2,000 
which have escaped assessment in the financial year 
1931-32.” 


PAHT II. 


((See section 8.) 

Adaptations for the assessment and collection of additional 
income-taoo and super-tax in the current financial year. 

1. For the purposes of the proviso to sub-section {2) of 
section 18 of the Indian Income-tax Act, 1922, any person 
responsible for paying any income chargeable under the 
head Salaries ” shall be deemed to have made a deficient 
deduction in respect of the additional income-tax imposed 
by section 8 of this Act at the time of making all payments 
made before the commencement of this Act, and such 
person may make the adjustments permitted by that 
proviso. 

INCOME-TAX 


D 
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2. Notwithstanding that the Income-tax Officer has 
Assessed the total income of an assessee and has determined 
the sum payable thereon under section 23 of the Indian 
Income-tax Act, 1922, he may proceed to determine the 
further sum payable by such assessee b}’- virtue of section 8 
of this Act, and such further sum shall, for the purposes 
of the Indian Income-tax Act, 1922, be deemed to be a sum 
determined under section 23 of that Act. 


ACT III OF 1926. 


An act to determine the liability of certain Govern- 
ments TO TAXATION IN BRITISH INDIA IN RESPECT OF 
TRADING OPERATIONS. 


Whereas it is expedient to determine the liability to 
taxation for the time being in force in British India of the 
Government of any part of His Majesty’s Dominions, 
exclusive of British India, in respect of any trade or busi- 
ness carried on by or on behalf of such Government; It is 
hereby enacted as follows: — 

1. (1) This Act may be called the Government Trading 
Short title and com- Taxation Act, 1926. 

mencement. 


{ 2 ) It shall come into force on such date'^ as the Gover- 
nor General in Council mav. by notification in the Gazette 
of India, appoint. 


2. (1) Where a trade or business of any kind is carried 
Liability of certain on by or on behalf of the Government of 
urLTsp^ct*"^!!™! any part of His Majesty’s Dominions, 
ing operations. cxclusive of British India, that Govern- 

ment shall, in respect of the trade or business and of all 
operations connected therewith, all property occupied in 
British India and all goods owned in British India for the 
purposes thereof, and all income arising in connection 
therewith, be liable — 


(a) to taxation imder the Indian Income-tax Act, xiof 
1922, in the same manner and to the same 
extent as in the like case a company would be 
liable ; 


* The Act came into force with effect from the 1st April 1926. 
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(5) to all other taxation for the time being in force in 
British India in the same manner as in the 
like case any other person would be liable. 

( 2 ) For the purposes of the le^’y and collection of 
income-tax under the Indian Income-tax Act, 1922, in ac- 
cordance with the provisions of sub-section ( 1 ), any Govern- 
ment to which that sub-section applies shall be deemed to 
be a company within the meaning of that Act, and the 
provisions of that Act shall apply accordingly. 

( 3 ) In this section the expression ” His Majesty’s 
Dominions ” includes any territory which is under His 
Majesty’s protection or in respect of which a mandate is 
being exercised by the Government of any part of His 
Majesty’s Dominions. 



D 2 
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PART IL 
RULES. 
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BOAiBD OB INLAND REVENUE. 

Notification No. 3-1. T., dated the 1st Afril 1922 as subse- 
quently amended. 

In exercise of the powers conferred by section 59 of the 
Indian Income-tax Act, 1922 (XI of 1922), the Board of 
Inland Revenue has made the following rules, namely : — 

1. These rules may be called the Indian Income-tax 
Rules, 1922. 

2. Any firm constituted under an instrument of part- P 
nership specifying the individual shares of the partners 
may, for the purposes of clause (14) of section 2 of the 
Indian Income-tax Act, 1922 (hereinafter in these rules 
referred to as the Act), register with the Income-tax Officer 
the particulars contained in the said instrument on appli- 
cation in this behalf made by the partners or by any of 
them. 

Such application shall be made — 

{a) before the income of the firm is assessed for any 
year under section 23 or 

(5) if no part of the income of the firm has been 
assessed for any year under section 23, before 
the income of the firm is assessed under section 
34, or 

(c) with the permission of the Assistant Commis- 
sioner hearing an appeal under section 30, 
before the assessment is confirmed, reduced, 
enhanced or annulled, or, if the Assistant 
Commissioner sets aside the assessment and 
directs the Income-tax Officer to make a fresh 
assessment, before such fresh assessment is 
made 

3. The application referred to in rule 2 shall be made 
in the form annexed to this rule and shall be accompanied 
by the original instrument of partnership under which the 
firm is constituted together with a copy thereof; provided 
that if the Income-tax Officer is satisfied that for some 
sufficient reason the original instrument cannot conve- 
niently be produced, he may accept a copy of it certified in 
writing by one of the partners to be a correct copy, and in 
such a case the application shall be accompanied by a 
duplicate copy. 


. 10 . 



/ 
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FORM I. 

Form of o/p'plication for registration of a'firm under section 
2 {IJf) of the Indian Income-tax Act, 1922. 


To 

The Income-tax Officer, 

Dated 19 

I/we beg to apply for the regis- 

tration of my /our firm under section 2 [IJi) of the Indian 
Income-tax Act, 1922. 

2. The original /A certified copy of the instrument of 
partnership under which the firm is constituted specifying 
the individual shares of the partners together with a copy/ 
duplicate copy is enclosed. The prescribed particulars 
are given below. 

3. I /we do hereby certify that the profits of the current 
year will be actually divided or credited in accordance 
with the shares shown in this partnership deed. 

Signature 


A ddress 


Nftuie and 
address 
of the 
firm. 

Names of the 
partners in the firm 
•with the share of 
each in the 
business. 

Date on which 
instrument of 
partnership was 
executed. 

Date, if any, on which 
the instrument of 
partnership was last 
registered in the 
Income-tax Officer’s 
office. 

Remarks. 




i 
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I/we do hereby certify that the infor- 

mation given above is correct. 


Signatzire(s) 

4. (1) On the production of the original instrument of 
partnership or on the acceptance by the Income-tax Officer 
of a certified copy thereof, the Income-tax Officer shall 
enter in writing at the foot of the instrument or copy, as 
the case may be, the following certificate, namely: — 

“ This instrument of partnership (or this certified 
copy of an instrument of partnership) has this 
day been registered with me, the Income-tax , 
Officer, for in the proyince of 

under clause (14) of section 2 of 
the Indian Income-tax Act, 1922. This cer- 
tificate of registration has effect from the 
day of April 19 up to the 31st day 
of March 19 .” 

{£) The certificate shall be signed and dated by the 
Income-tax Officer who shall thereupon return to the appli- 
cant the instrument of partnership or the certified copy 
thereof, as the case may be, and shall retain the copy or 
duplicate copy thereof. 

6. The certificate of registration granted under rule 4 
shall have effect from the date of registration. 

6. A certificate of registration granted under rule 4 
shall have effect up to the end of the financial year in which 
it is granted but shall be renewed by the Income-tax 
Officer from year to year on application made to him in 
that behalf and accompanied by a certificate signed by one 
of the partners of the firm that the constitution of the firm 
as specified in the instrument of partnership remains 
unaltered. Such application shall be made within the 
time and subject to the conditions, if any, which are speci- 
fied in clause (a), clause (&), or clause (c), as the case may 
be, of rule 2. 

7. Under section 9 (1) {vi) of the Act, the sum to be p. 34, 
allowed in respect of collection charges shall not -exceed 

6 per cent, of the annual value of the property. 
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P, 46. 8. An allowance under section 10 {vi) of the Act in 

respect of depreciation of buildings, machinery, plant or 
furniture shall, be made in accordance with the following 
statement : — 


c 


Class of buildings, machinery, plant or furniture. 


1. Building* — 

(1) First class substantial buildings of 
selected materials. 

(2) Buildings of less substantial construction . 

(3) Purely temporary erections such as 
wooden structures. 


Bate. 


Percent' 
age on 
prime 
cost. 

21 

6 

10 


2. Machinery, Plant or Purnituret — 
General rate .... 


6 


Rates sanctioned for special industries — 

Flour Mills, Rice Mills, Bone Mills, Sugar 
Works, Distilleries, Ice Factories, Aerating 
Gas Factories, Match Factories. 

Paper Mills, Ship Building and Engineering 
Works, Iron and Brass Foundries, Alumi- 
nium Factories, Electrical Engineering 
Works, Motor Car Repairing Works, Gal- 
vanizing Works, Patent Stone Works, Oil 
Extraction Factories, Chemical Works, 
Soap and Candle Works, Lime Works, Saw 
Mills, Dyeing and Bleaching Works, Furni- 
ture and Plant in hotels and boarding 
houses. Cement Works using rotary kilns. 

Plant used in connection with brick manufac- 
ture, tilemaking machinery, optical machi- 
nery, glass factories. Telephone Companies, 
Mines and Quarries, TubeweU boring plant, 
concrete pile driving machines. 

Sewing machines for canvas or leather . 

Motor cars used solely for the purpose of 
business. 

Indigenous sugarcane crushers {Kohlus dr 
Belans). 

Motor taxis, motor lorries and motor buses . 

Ropeway lopes and trestle sheaves and con- 
nected parts. 

Ropeway structures — 

(11 Trestle and station steel work . 

(21 Driving and tension gearing 

(3) Carriers 


6J 


.10 



16 


20 

25 


5 

n 

10 


Remarks. 


Double these rates 
may be allowed for 
buildings used _ in 
industries which 
cause special de- 
terioration, such as 
chemical works, soap 
and candle works, 
paper mills, and 
tanneries. 

f The special rates for 
electrical machinery 
given below may be 
adopted, at firm’s 
option for that 
portion of their 

I machinery. 
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Class of bnildingSj machinery, plant or furniture. Rate. Remarks, 


Percent- 
age on 
prime 
cost. 


Salt Works — 

(1) Machinery, plant, locomotives, wagons 10 
and rolling stock. 

(2) Tugs, barges, motor launches and floating 7^ 
plant. 

(3) General plant and machinery used in engi- 7^ 

neering shops. 

3. Electrical Machineiy — 

(a) Batterie.s 16 

(&) Other electrical machinery, including elec- 7J 


trical generators, motors (other than tram- 
way motors), switchgear and instruments, 
transformers and other stationery plant 
and wiring and fittings of electric light 
and fan installations. 

(c) Underground cables and wires ... 6 

(d) Overhead cables and wires .... oj 

4. Hydro-Electric concerns — 

Hydraulic works, pipe lines, sluices, and all 2J 

other items not otherwise provided for in 
this statement. 

5. Electric Tramways — 

Permanent way — 

(а) Not exceeding 50,000 car miles per 
mile of track per annum. 

(б) Exceeding 50,000 and not exceeding 

75.000 car miles per mile of track 
per annum. 

(c) Exceeding 75,000 and not exceeding gr 

1.25.000 car miles per mile of track 
per annum 

Cars — car tracks, car bodies, electrical equipment 7 

and motors. 

General plant, machinery and tools' ... 5 

6. Mineral Oil concerns — ' 

A. Refineries — 

(1) Boilers 10 

(2) Prime movers 6 

(3) Process plant ... .10 

"B. Field operations — 

(1) Boilers 10 

(2) Prime movers 6 

(3) Process plant 7J 

Except for the following items — 

(1) Below ground — ^All to be charged to 
revenne. 

(2) Above ground — 

(a) Portable boilers, drilling toob, 

wellhead tank, rigs, etc. 

(Zi) Storage tanks ' 


10 
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>-( 


Class of buildings, machinery, plant or furniture. 


Bate. 


Bemarks. 


Percent- 
age on 
prime 
cost. 


6, Mineral Oil concerns — contd. 

Except for the following items — contd. 

(c) Pipe lines — 

(i) Fixed boilers 
(li) Prime movers 
(m) Pipe line . . , . 

7. Ships — 

(1) Ocean — 

(а) Steam . 

(б) Sail or tug . . . . . 

(2) Inland- 

la) Steamers (over 120 ft. in length) 

(6) Steamers including cargo launches 
(120 ft. in length and under). 

(c) Tng boats 

{d) Iron or steel flats for cargo, etc. 

(c) Wooden cargo boats up to 50 tons 
capacity. 

(/) Wooden cargo boats over 50 tons 
capacity. 

{g) Motor launches 

(h) Speed boats* 


10 

n 

10 


5 

4 


6 

C 

n 

6 

10 




10 

16 


* " Speed Boats ” 
means a motor- 
driven boat with a 
high speed internal 
combustion engino 
capable of propell- 
ing the boat at a 
speed exceeding 16 
miles per hour in 
still water and so 
designed that when 
running at speed it 
will plane — ».e., its 
bow will rise from 
the water. 


8. Mines and Quarries — 

(1) Bailway sidingt (excluding rails) . 

(2) Shafts 

(3) Inclinost 

(4) Tramways on the surfacet (excluding 
rails). 


9. Aeroplanes — 

(11 Aircraft 

(2) Aero-engines . . . . 

(3) Aerial photographic apparatus . 


6 

6 

6 

10 


26 

33} 

20 


t Depreciation on rails 
used for tramways 
and sidings, and in 
inclines where the 
rails are the proper- 
ty of the assesseo, is 
allowed at 10 per 
cent, under item 2 
abov 0 (plant used 
in connection with 
JEnes and Quarries) 
in addition to any 
depreciation allow- 
ance on the cost of 
constructing the 
tramways sidings or 
inclines. 
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9. For the purpose of obtaining an allowance for de- P. 46. 
predation under proviso (a) to section 10 (2) (vi) of the Act, 
the assessee shall furnish particulars to the Income-tax 
Officer in the following form : — 


Desoription of 
buildings, 
machineiy, 
plant or 
furniture. 

j 

1 

! 

Original 

cost. 

Oapltal expenditure 
during the year 
for additions, 
alterations, 
improvements and 
extensions. 

Date from 
which 
used for 
the 

purposes 
of the 
business. 

Particulars 
(including 
original cost, 
depreciation 
allowed and 
value realised 
hy sale of scrap 
value) of obsolete 
machinery, plant 
or furniture sold 
or discarded 
during the year, 
with dates on 
which first 
brought into use 
and sold or 
discarded. 

\ 

Eemarks, 

1 

1 

1 

1 

. 1-A 

2 

3 

i 

4 

5 


1 

1 

1 

i 

1 

[ 

[ 

t 

■% 

1 

! 


I declare that to the best of my infor- 

mation and belief the buildings, machinery, plant and fur- 
niture described in column 1 of the above statement were 
the property of during the year ended 

and that the particulars entered in the 
statement are correct and complete. 

Place Signature 

Date Designation 

10. All sums deducted in accordance with the provi- P. 59. 
sions of section 18 of the Act shall be paid by the person 
making the deduction to the credit of the Government of 
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India on the same day as the deduction is made in the case 
of deduction by or on behalf of Government, and within 
one week from the date of such deduction in all other 
cases : 

Provided that the Income-tax Officer may, in special 
cases, and with the approval of the Assistant Commis- 
sioner, permit a local authority, company, public body or 
association, or a private employer to pay the income-tax 
deducted from salaries quarterly on June 15th, September 
16th, December 15th, and March 15th. 

F, 59. 11. In the case of income chargeable under the head 

‘ Salaries, ’ where deduction is not made by or on behalf of 
Government, the person jDaying the salary shall pay to the 
credit of the Government of India by remitting the amount 
to the Income-tax Officer concerned or to such officer as he 
may direct and shall send therewith a statement showing 
the name of the emplo 3 ’^e from whose salary the tax has been 
deducted, the period for which the salar}'- has been paid, 
the gross amount of the salary, the deduction for a provi- 
dent fund or insurance premia, and the amount of tax 
deducted. 

11-A. The prescribed rate of exchange for the calcula- 
tion of the value in rupees of any income chargeable under 
the head ‘ Salaries ’ which is payable to the assessee out 
of India by or on behalf of Government shall be the rate 
notified by the Controller of the Currency in respect of the 
recovery of contributions to the Indian Civil Service Fund 
for the month in which such income is payable. 

P, 59. 12. In the case of income chargeable under the head 

‘ Interest on securities,’ where the deduction is not made 
by or on behalf of Government, the person responsible for 
paying the interest shall pay to the credit of the Govern- 
ment of India by remitting the amount to the Income-tax 
Officer concerned or to such officer as he may direct with a. 
statement showing the following particulars ; — 

{i) Description of securities. 

(n) Numbers of securities. 

{in) Dates of securities. 

{iv) Amounts of securities. 

{v) Period for which interest is drawn. 

{vi) Amount of interest, and 
Hn) Amount of tax. 
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13. The certificate to be furnished under section 18 ( 9 ) P. 61. 
of the Act by any person paying interest chargeable to 
income-tax on any security of the Government of India or 
of a local Government shall be in the following form : — 

Draft No. Q) 

Certified that Rs. being income- 

tax at the rate of pies per rupee has been deducted by 
draft of this date from Rs. being the 

amount of interest for Rs. 

on {*) for Rs. standing in the 

name of for Rs. 


0)This 
number ako 
appears in 
the interest 
cages on the 
back of the 
Securities. 
(®) Xame 
of Security. 


193 


Suferintendent or Princi'pal Officer. 

To be signed by claimant. 

I hereby declare that the securities on which interest 
as above specified has been received were my own property 
and were in the possession of 

at the time when income-tax was deducted. 

Signature 

'{Date 

{N.B . — Tlie securities to be produced when required in support of any 
claim.) 

13-A. The certificate (^) to be furnished under section P. 61. 
18 ( 9 ) of the Act by the person paying any interest on 
debentures or other securities for money issued by or on 
behalf of a local authority or a company shall be in the 
following form: — 

Name of Local Authority/ Company. 

Address. 

To f) 

Name and address of payee (®) 


(') In the ease of bearer debentures or bonds a certificate rmder section 18 
(9) shall only be given if the recipient of the interest declares the name and 
address of the real owner of the security at the time of receiving the interest. 

(') Name and address of the owner of security should be given h(!re. In 
the case of bearer debentures or bonds, these particulars are to be given as 
■declared by the payee concerned. 

(®) To be completed only in the case of bearer debentures or bonds. 
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I/We hereby certify that Es. being income-tax 

at the rate of pies per rupee has been deducted from 
Es. being the amount of interest at the rate of per 
cent, per annum due (^) on debentures Nos. 

of Es. each of the f) and that it has been or 
will, within the prescribed period, be paid by me/us to the 
Government of India at 

Superintendent, Public Debt Office, 
or Principal Officer or Managing Agents. 


193 . 

(To be signed by claimant.) 

I hereby declare that the securities on which interest as 
above specified has been received, were my own property 
and were in the possession of at the time 

when income-tax was deducted. 


Signature 


Date 

{N.B , — The securities to he produced when required in support of any 
claim.) 

P. 63. 14. The certificate to be furnished by the principal 

officer of a company under section 20 shall be in the follow- 
ing form : — 


(Name of Company) 

(Address of Company) 

Date. 

Warrant for Es. (in words and figures or, if the certi- 
ficate is crossed by an entry in words stating that the 
amount of dividend is under the next multiple of Es. 50 


(}) The date on which interest is payable. 

{*) Here enter the name of the local authority or the company. 
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above that amount, in figures only) , being 

dividend (^) at the rate of Rs. (in words and figures) 

per share for the (‘) /the period from 

to during the year ending on the 
day of 19 , (®) 

on (‘‘) shares in this Company, 

registered during the said period/on (Date) in the- 

name of . This dividend was declared 

at the (®) meeting held on the (“)■ 

193 . 

I/We hereby certify that income-tax on the entire/such 
part as is liable to be charged to Indian Income-tax of the- 
profits and gains of the Company, of which this dividend 
forms a part, has been, or will be duly paid by me/us to- 
the Government of India. 


Signature 

Office 

(To be signed by the claimant.) 

I hereby certify that the dividend above mentioned' 
relates to shares which were my own property at the time- 
when the dividend was declared/ during the period from 
to /on (Date) and were in the posses- 

sion of 


Signature 

Date 

15. The returns for Government officers under section p 
21 of the Act shall be prepared and submitted to the 
Income-tax Officer by : — 

{a) Civil Audit Officers for all gazetted officers and 
others who draw their pay from audit offices 

(’) Or dividend and bonns. 

(“) Tear or half-year, as the case may be. 

(®) Here enter -whether free of income-tax or not. 

(^) Here 'enter number and description of shares. 

(') Here specify number and nature of meeting. 

^®) Here enter date. 
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on separate bills; and also for all pensioners 
who draw their pensions from audit offices. 

(d) Treasury officers for all gazetted officers and others 
who draw their pay from treasuries on separate 
bills Avithout countersignature; and also for all 
pensioners Avho draw their pensions from 
treasuries. 

(c) Heads of Civil or Military offices for all non- 

gazetted officers whose pay is drawn on estab- 
lishment bills or on bills countersigned by the 
head of office. 

(d) Torest disbursing officers and Public Works 

Department disbursing officers in cases Avhere 
direct payment from treasuries is not made, 
for themselves and their establishments. 

•;(e) Head postmasters for (i) themselves, their gazetted 
subordinates and the establishments of which 
the establishment pay bills are prepared by 
them and (n) gazetted supervising and control- 
ling officers of whose headquarters post office 
they are in charge; Head Pecord Clerks, 
Pailway Mail Service, for themselves and all 
<the staft’ whose pay is draAvn in their estab- 
lishment pay bills; the Disbur.sing Officers in 
the case of the Administrative and the Audit 
loffices. 

'(/) Controllers of Military Accounts (including 
Divisional Military Supply, Marine, Field 
and War Controllers) for all gazetted military 
officers under their audit. 

(gr) Disbursing officers in the Military Works Depart- 
ment for themselves and their establishments. 

(k) Chief Examiners of Accounts or Chief Auditors 
of Railways concerned for all raihvay em- 
ployes under their audit. 

-T. 64. 16. The minimum income under the head Salaries ” 

referred to in section 21 (a), shall be Rs. 1,000 per annum. 
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17. The return to be delivered to the Income-tax Officer P. 64.. 
under section 21 of the Act shall be in the following 
form : — 



I certify that the above statement contains a complete 
list of the total amounts paid by to all 

persons who were receiving income on the 31st day of 
March 19 at the rate of Es. 1,000 per annum, or have 
received during the year ended on that day not less than 
Es. 1,000 in respect of salary, wages, annuity, pension,, 
gratuity, fees, commission, perquisites, or profits in lieu 
of or in addition to salary or wages, and that all the parti- 
culars stated are correct. 

Signature of 'person hy whom 
the return is delivered. 


ddate 
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P. 65. 18. (2) The return of total income of companies re- 

quired under section 22 (1) shall be in the following form 
and shall be accompanied by a copy of the profit and loss 
account referred to therein ; — ^ 

Total income of the cornfany. 

Income, profits, or gains as per profit and loss account for the year 
ended 19 

Add — ^ny amount debited in the accounts in respect of — 

1. Reserve for bad debts 

2. Sums carried to reserve for provident or other funds . 

3. Expenditure of the nature of charity or presents . 

4. Expenditure of the nature of capital 

6. Income-tax or Super-tax . 

6. Rental value of property owned and occupied 

7. Cost of additions to, or alteration, extensions, improvements 

of, any of the assets of the business 

8. Interest on reserve or other funds 

9. Losses sustained in former years 

10. Losses recoverable under an insurance or contract of 

indemnity 

11. Depreciation of any of the assets of the company 

12. Expenses not incurred solely for the purpose of earning 

the profits 


Total Rb. 

Deduct — Any profits or income included in the accounts on 
account of — 

(а) Interest (net amount) on securities taxed at source . 

(б) Interest on securities tax-free 

,(c) Dividends (net amount) from companies taxed in British 

India 

*(d) Other items already taxed at source (specify details) . 

Balance Rs. 

If the company owns any property not occujiied for the 
purposes of the business a statement in the form prescribed 
in Schedule A to rule 19 should be attached with particu- 
lars of the credit and debit on account of such property 
entered in the accounts. 

Declaration, 

I. the [Secretary, 

etc., (see section 2 {12) of the Act)] of the 

(name of Company) declare that the 
information against each head in this return is correctly 
given as shown in the books of the Company as also in the 

* Note. — ^If any other deduction is to be claimed, please give particulars 
thereof in a separate letter to he forwarded with the return. 
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accounts which have been duly audited by the auditors of 
the Company and which have been adopted by the share- 
holders of the Company. 

{Signature) 

{Designation) 

Dated 19 . 

{2) The company shall also attach to the return a state- 
ment showing the sums charged in the accounts under the 
provisions of section 58-K {2). 

19. The return of total income for individuals, firms, 66, 
Hindu undivided families and other associations of indi- 
viduals not being companies required under section 22 {2) 
shall be in the following form : — 


Statement of total income during the 'previous year. 


1 


Sources of ome. 

Ttif* 


Amount of 
profits or 
gains or 
income during 
the previous 
year. 


Tax already 
charged on 
the income. 


1. Salaries (including wages, 
annuity, pension gratuity, 
fees, commission, allow- 
ances, perquisites, includ- 
ing rent-free quarters), or 
profits received in lieu of, or 

in addition to salary or wages . [See note (1)] 

1-A. The contributions made by 
an employer to the account in 
a recognised provident fund 
of the pel son making the 
return 

1-B. The interest accruing to the 
account mentioned in 1-A 
which is not. exempt from 
income-tax [section 58-F (2)] . 

2. Interest on securities (including 

debentures) already taxed . „ (2) 

3. Interest on securities of the 

Government of India or of local 
Governments declared to be 
income-tax free . . . [See note (3)] 

4. Property as shown in detail in 

Schedule A ... » (4) 


Bs. 


Rs. 


1 
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Statement of total income during the 'previous 'year — contd. 


] 


Sources of Incomo. 


2 

Amount of 
profits or 
gains or 
income during 
the previous 
year. 


3 


Tax already 
charged on 
the income. 


5. Business, trade, commerce, 
manufacture, or dealings in 
property, shares or securities 

(details as in note 5) . . [See note (5)] 

6. Profession ... „ (6) 

7. Dividends from Companies 

(net) » (7) 

8. Interest on mortgages, loans, 
fixed deposits, current ac- 
counts, etc., not beai-ing 
income frem business 

9. Ground rent 

10. Any source other than those 
mentioned above including any 
income earned in partnership j 

with others ... „ (8) 


Total 


Deductions claimed — 

fa) on account of insurance premia 
(()) on account of contributions to a provident 
fund to which the Provident Funds 
Act applies 

(c) on account of contributions to a recognised 
provident fund [section 58-A (a) I 
. (d) others 


Rs. 


Rs. 


I declare that to the best of my knowledge and belief 
the information given in the above statement is correct 
and complete, that the amounts of income shown are 
v' * ^ ' e e o tile year ended and that 

no other income accrued or a,rose or was received by me/ 
the firm /the family/ the association during the said year 
and that I/the firm/the family/the association had during 
the said year no other sources' of income. 


Date 


Signature 


— (fl) Income accruing to you outside British India received in 
British India is liable to taxation, and must ho entered by you in the form. 

(h) All income from whatever source derived must be entei'ed in the form, 
including income received by you as a partner of a firm. 

Note 1. — In column 2 should be shown the gross amount of salary and 
not the net amount after deduction on account of income-tax, provident 
funds, etc. 


1 


1 
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Note 2 . — “ Interest on securities ” means the interest on promissory notes 
■or bonds issued by the Government of India or a local Government, or the 
interest on debentures or other securities for money issued by or on behalf 
of a local authority or company. Where income-tax has been deducted from 
the interest, or where the interest has been paid income-tax free, the amount 
of tax so deducted or paid should be added to the amount of interest actually 
received, and the gross amount so ai'rived at should be entered in column 2 of 
the statement. Tne term “ interest on securities ” does not include interest 
on fixed deposits or mortgages or other loans, which have to be shown under 
heading 8. 

The interest on securities of the Government of India or of local 
Governments declared to be income-tax free should be shown rmder head 3. 
Those which are not declared to be income-tax free should be included 
under this head. 

Entries under this head must be supported by the certificate issued by 
the person or Company paying the interest under section 18 (9) of the Act. 

Note 3. — (a) The income-tax payable on the interest receivable on a 
security of a Local Government issued income-tax free is payable by the 
local Government and not by the holder of the security. 

(h) Only the interest on securities of the Govirnment of India or of a 
local Government declared to be income-tax free should be entered against 
this head. Such interest will not be charged to income-tax, but it must 
be included in the statement of total income in order to ascertain the 
rate of income-tax chargeable on other income. It is chargeable to super- 
tax. 

. (c) Particulars of any intei-est on securities issued by other authorities 
and stated to be free of income-tax should be entered against head 2, as 
income-tax on such interest is actually paid by these authorities on behalf 
of the recipients. 

Note 4. — ^The tax is payable under this head in respect of the bond fide 
annual value of any buildings or lands appurtenant thereto of which you 
are the owner, other than such portions of such buildings and lands as you 
may occui^y for the purpose of your business. 

SCHEDULE A. 
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Note 5. — (a) Wliere you keep your accounts on the mercantile account- 
ancy or hook profits system, you must file return in the following form: — 


Income, 'profits or gains from business, trade, commerce. 

Es. 

Income, profits or gains as per Profit and Loss Account for the 
year ended 19 . 

Add . — Any amount debited in the accounts in respect of — 

1. Eeserve for bad debts 

2. Sums carried to reserve for provident or other funds . 

3. Expenditure of the nature of charity or presents . 

4. Expenditure of the nature of capital 

5. Income-tax or Super-tax 

6. Drawings or salary of proprietor or partners . 

7. Eental value of property owned and occupied . 

8. Cost of additions to, or alterations, extensions, improve- 

ments of any of the assets of the business . 

9. Interest on the proprietor’s or partner’s capital includ- 

ing interest on reserve, or other funds .... 

10. Losses sustained in former years 

11. Losses recoverable under an insurance or contract of 

indemnity 

12. Depreciation of any of the assets of the business . 

13. Private or personal expenses and expenses not incurred 

solely for the purpose of earning the profits . 


4 Totaii 

Deduct . — ^Any profits included in the account already charged to 
Indian income-tax and the interest on securities of the 
Government of India or of local Governments declared 
to be income-tax free 


Balance 


Signature of the person making the return. 

Date 19 . 

(b) "Where you do not keep your accounts in such a form, you must file a 
statement showing how you arrive at the taxable profits, i.e., showing details 
of the gross receipts and of the expenditure you propose to sot against those 
receipts. No deductions are permissible on account of — 

(i) Property owned and occupied by the owner of a business for the 

purposes of a business j 

(ii) Additions to or alterations, extensions, or improvements of any of 

the assets of the business; 

(in) Interest on the capital of the proprietors or partners of the 
business ; 

(tv) Bad debts not actually written-off in the accounts; 

(v) Losses sustained in previous years; 

(vi) Deserves of any kind; 
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(vii) Sums paid on account of tlie income-tax or super-tax or any tax 
levied by a local authority other than local rates or municipal 
taxes in respect of the portion of the premises used for the pur- 
pose of the business; 

(viii) Any expenditure of the nature of charity or a present: 

(ix) Any expenditure of the nature of capital; 

(x) Any loss recoverable under an insurance or a contract of indem- 

nity; 

(xi) Depreciation of any kind other than that specified in the Act; 

(xii) Drawings or salaries of the proprietors or the partners; 

(xiii) Private or personal expenses of the assessee; 

(xiv) Any expenditure of any kind which is not incurred solely for the 
purpose of earning the profits. 

If you have included any such sums in your expenditure in your hooks, 
you must exclude them from the expenditure permissible for the purpose of 
arriving at your taxable profits. 

(c) You are also required to attach a statement showing the sums 
charged in your accounts under the provisions of section 58-K (£). 

Note 6. — The income, profits or gains shall be computed after making 
allowance for any expenditure (not being in the nature of capital expendi- 
ture) incurred solely for the purpose of such profession or vocation, provided 
that no allowance is made on account of any of your personal expenses. Pro- 
fessional fees received by you in any part of India (whether within British 
India or not) must be included by j’ou in your receipts. 

Note 7. — Income-tax chargeable on the profits of companies is paid by the 
companies, so that the dividends received by shareholders represent the net 
amount remaining after any income-tax due by the company has been paid. 

This amount should he entered in column 2 of the statement. The propor- 
tionate tax will be added in the Income-tax Office. 

If the rate of tax applicable to your total income is less than the rate of 
tax applicable to thei profits or gains of the company at the time of the 
declaration of such dividends, you may, by attaching the company’s certifi- 
cate received with the dividends, have the excess collected on your dividends 
from the company set against the tax payable by you on your other income 
instead of having to apply separately for a refund. 

Note 8. — Agricultural income from land not paying land revenue or local 
rates to an authority in British India should be included under this head 
or under income from business according to circumstances. 

Note 9. — ^Deductions from total income can only be made for insurance 
premia in respect of insurance on your own life or on the life of your wife, 
or in respect of a contract for a deferred annuity on your own life or on the 
life of your wife. No deduction is permissible in the case of any other form 
of insurance except in the case of Hindu undivided families where deduc- 
tions are permissible on account of premia paid in respect of insurance on 
the life of any male member of the family or of his wife. The original 
receipt or the certificate of the insurance company to which the premium 
was paid must be attached to the return. 

20. The Notice of Demand under section 29 shall be in P. 77, 
the following form : — j ^ 

NOTICE OF DEMAND DNDER SECTION 29 OF THE 
INCOME-TAX ACT, 1922. 

To 

1. Yon have been assessed for the year to income- 
tax amounting to Es. [in addition to which a 
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penalty of Es. has been imposed], as shown in 

the copy of the assessment form sent herewith. 

2. You have also been assessed to super-tax amounting 
to Es. 

3. You are required to pay the amount of Es. 

on or before the to at 

when you wiU be granted a receipt. 

4. If you do not paj?- the tax on or before the date 
specified above, yoii will be liable to a penalty which may 
be as great as the tax due from you. 

6. If you are dissatisfied with your assessment you may 
present an appeal under sub-section (I) of section 30 of the 
Indian Income-tax Act, 1922, to the Assistant Commis- 
sioner of Income-tax at 

within 30 days from the receipt of this notice, on a peti- 
tion duly stamped in the form prescribed under sub-sec- 
tion (5) of section 30 and verified as laid down in that form. 

Or 

The assessment has been made under sub-section (4) of 
section 23 of the Indian Income-tax Act, 1922, because you 
failed to make a return of your income under section 22/ 
to comply with a notice under sub-section (4) of section 22/ 
to comply with a notice under sub-section {2) of section 23, 
and no appeal lies. But if you were prevented by suffi- 
cient cause from making the return or did not receive the 
notice(s) aforesaid, or had not a reasonable opportunity 
to comply, or were prevented by sufficient cause from 
complying, with the terms of the notice(s), you may apply 
to me within one month from the receipt of this notice 
under section 27, to cancel the assessment and proceed 
to make a fresh assessment. 

6. The appropriate chalan should be sent along with 
the amount paid. Should you lose the chalans attached 
to this notice of demand, it will be necessary for you to 
apply to the Income-tax Officer for copies of fresh chalans. 

Dated 19 . 

Income-tax Officer. 


Place 

Note. — T he superfluous words in paragraph 5 should be deleted. 
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ASSESSMENT FOEM. 

Assessment for 193 -193 under Section , Act XI 

OF 1922. 

District or Area. 

Name of assessee Number in General Index 

Address Number of miscellaneous record 

■r. , . Amount of Tax deducted „ 

Detailed sources of moome. . Remarks. 

income. sotirco* 


Rs. Rs. A. 

Salary (including employee’s 
provident fund contribu- 
tions). 

Annual accretion (less em- 
ployee’s provident fund 
contribution) under section 
58A(/). 

Interest on securities . 

Property .... 

Business .... 

Profession .... 

other sources 


Rs. A. Rs. 

(i) Total income ...... 

\!i) Deduction under section 7 (f) or on account of 
provident fund, to wbich the Provident Fund 
Act, 1897, applies. 

(Hi) Deduction on account of recognised provident 
fund — 

(o) Contributions ..... 

(6) Exempted interest .... 

{iv) Deduction on account of insurance premia 

(v) Deduct sums received ns dividends or from a firm 
the profits sf ■which have been charged to income- 
tax. 

{vi) Deduct amount of interest from tax-free securi- 
ties of the Government of India or of a local 
Government. 

{vii) Income now to be subjected to income-tax . . 

{viii) Rate applicable pies per rupee 

(ix) Amount of income-tax 


Serial 

No. 

1 

lA 

2 

3 

4 

5 

6 
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(a:) Deduction under section 17 . 

(a;i) Amount of deductions at source from salary or 
interest on securities for which credit is giren 
under section 18 (5). 

(xii) Abatement on account of dividends (at 

pies per rupee). 

{xiii} Abatement on account of income from a registered 
firm (at pics per rupee). 

(xiv) Not amoimt of incomo-tar {or refund) . 

(zv) Amount of super-tux ...... 


Rs. 


A. 


Rs. 


{zvi) Penalty under section 28 or section 26 (2) 


A. 


{zvii) Total sum payable (or to bo refunded) — in figures 
as well ns in words). 


Rupees,.., 
annas 

Dated 


193 


Income-tax O-fficer. 


Serial 

No. 


Classification of demand. 


Classification. 


Amount of tax. 


1 


2 


3 

4 
6 
6 


Salaries — 

(a) Paid by Government 

(&) „ a local authority ..... 

(c) ,, companies, other bodies and associations . 

{d) „ private employers .... 

*Intcrest on securities — 

(а) on securities of the Government of India 

(б) „ ,, local Governments 

(c) on debentures and other securities of a local 
authority or company. 

Income derived from property 

„ „ „ business 

Professional earnings ....... 

Income derived from other sources .... 


Rs, 


Total 


A. 


Deduction on account of section 7 (i), 16 or 68F 
Deduction on account of section 17 .... 

Total of refunds and rebates as in tho classification cage 
below. 

Penalty under section 26 (2) . 

,1 ,, 28 ...... 

Net demand (or refund) 


* Where the result of an assessment is an abatement the sum allowed 
as a refund or rebate should be entered in the classification cage below. 
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^Classification of refunds and rehates. 




t Eeturn. 


t Accounts. 


N=Not submitted. Nr=Not submitted. 

A=Submitted and accepted. A=Submitted and accepted. 

R=Submitted, but assessment not R=Submitted, but assessment not 
based on it. based on them. 

t Note. — ^For the purpose of compiling Annual Return No. VIII, 
I. T. Os. should invariably strike out the inapplicable entries. 
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P. 78. 21. An appeal under section 30 shall, in the case of an 

appeal against a refusal of an Income-tax Officer to make 
a fresh assessment under section 27, be in Form A; in the 
case of an appeal against an order of an Income-tax Officer 
under section 25 {2) in Form C; in the case of an aiDpeal 
against an order of an Income-tax Officer under section 28 
in Form D and in other cases in Form B. 


Form A. 

Form of a'p'peal against an order refusing to reo'pen an 
assessment under section 27. 


To 

The Assistant Commissioner of 

The day of 19 . 

The petition of of post office. 

District sheweth as follows ; — 

1. Under the Indian Income-tax Act, 1922, youi’ peti- 
tioner has been assessed on the sum of Ks. for 

the year commencing the 1st day of April 19 . 

2. Your petitioner was prevented by sufficient cause 
from making the return required by section 22 or did not 
receive the notice issued under sub-section {4) of section 22, 
or sub-section {2) of section 23, or had not a reasonable 
opportunity to comply or was prevented bj’’ sufficient cause 
from complying with the terms of the notice under sub- 
section {4) of section 22 or sub-section {2) of section 23, as 
more particular!}’- specified in the statement attached. 

3. Your jDetitioner therefore presented a petition to the 

Income-tax Officer under section 27, requesting him to 
cancel the assessment. This petition, the Income-tax 
Officer, by his order dated of which a copy 

is attached, has rejected. 

4. Your petitioner therefore requests that the order of 
the Income-tax Officer may be set aside and that he may 
be directed to make a fresh assessment in accordance with 
the law. 


Signed 
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Statement of facts , 


Form of verification. 

Ij , the petitioner, named in the 

above petition, do declare that what is stated therein and in 
the above statement of facts is true to the best of my 
information and belief. 

Signed 


Form B. 

Form of a'p'peal against assessment to Income-taw. 

To 

The Assistant Commissioner of 

The day of 19 . 

The petition of of post office, 

District sheweth as follows ;• — 

1. Under the Indian Income-tax Act, 1922, your peti- 
tioner has been assessed on the sum of Rs. for 

the year commencing the 1st day of April 19 . The 

notice of demand attached hereto was served upon him 
on 

2. Your petitioner’s income accruing or arising or re- 

ceived or deemed under the provisions of the Act to accrue 
or arise or to be received in British India for the year 
ending the day of 19 amounted to Rs. 

3. Such income and profits actually accrued or arose or 

were received during the period of months and 

days. 

4. During the said year your petitioner had no other 
income or profits. 

5. Your petitioner has made a return of his income to 

the Income-tax Officer under section 22, 

sub-section {2) of the Act and has complied with all the 
terms of the notice served on him by the Income-tax Officer 
under section 23 {2), and/or [section 22 (j^)]. 

Your petitioner therefore prays that he may be assessed 
accordingly (or that he may be declared not to be charge- 
able under the Act). 

Signed 



94 


Grounds of appeal. 


Form of verification. 

I, , the petitioner, named in the 

-above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 


Form C. 

Form of appeal against an order under section 25 (2). 
To 

The Assistant Commissioner of Income-tax. 

The day of 19 . 

The petition of of post office, 

District sheweth as follows : — 

1. Under section 25 {2) of the Indian Income-tax Act, 

1922, a penalty of Rs. has been imposed on your 

petitioner. The notice of demand attached hereto was 
served upon him on 

2. Your petitioner was prevented by sufficient causo as 
more particularly explained below from giving notice 
within the time prescribed by section 25 {2) to the Income- 
tax Officer of the discontinuance of his business, profession 
or vocation. 

3. Your petitioner therefore requests that the order of 
the Income-tax Officer imposing a penalty of Rs. 

upon your petitioner may be set aside. 

Signed 


Statement of facts. 


Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein and 
in the above statement of facts is true to the best of my 
information and belief. 

Signed 
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Form D. 

Form of a'p'peal against an order under section 28. 

To 

The Commissioner of Income-tax/ The Assistant 
Commissioner of Income-tax, 

The day of 19 . 

The petition of of post office, 

District, sheweth as follows ; — 

1. Under section 28 of the Indian Income-tax Act, 

1922, a penalty of Es. has been imposed on your 

petitioner by the Income-tax Officer /Assistant Commis- 
sioner. The notice of demand attached hereto was served 
u]3on him on 

2. Your petitioner did not conceal the particulars of 
his income or deliberately furnish inaccurate particulars 
thereof but as will be -seen from the statement of facts 
attached returned it at its real amount to the best of his 
knowledge and belief. 

3. Your petitioner therefore requests that the order of 
the Income-tax Officer /Assistant Commissioner imposing 
a penalty of Es. upon your petitioner may be set aside. 

Signed 


Statement of facts. 


Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 


22. An appeal under section 32 {2) shall in the case of P. 80. 
an appeal against an order of an Assistant Commissioner 
under section 28 be in Form D attached to Eule 21 and in 
other cases in Form E. 

E 


INCOME-TAX 
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Form E. 

To 

The Commissioner of Income-tax, 

The day of 19 . 

The petition of sheweth as follows ; — 

1. Under section 31 (5) of the Indian Income-tax Act, 

1922, the Assistant Commissioner of has 

increased the tax payable by your petitioner from Rs. 

to Rs. 

2. Your petitioner prays that the enhancement may be 

set aside or reduced to Rs. for the reasons stated 

beloAv. 

Signed 


Grounds of appeal. 


Form of verification. 

I, , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of mj’- information and belief. 

Signed 

22- A. An appeal to the Commissioner for a reference 
to a Board of Referees shall, in cases falling under sub- 
section (I) of section 23- A, be in Form F, and, in cases fall- 
ing under sub-section {2) of section 23- A, be in Form G. 


Form F. 

To 

The Commissioner of Income-tax, 

The day of 19 . 

The petition of sheweth as follows : — 

1. The Income-tax Officer of , with 

the previous approval of the Assistant Commissioner of 
has passed an order dated 

of which a copy is attached under sub-section (1) of section 
23-A of the Indian Income-tax Act, 1922, that the sum 
payable as income-tax by the firm /association known as 
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shall not be deteTmined and that the share of your peti- 
tioner in the profits and gains of the said firm / association 
shall be included in his total income for the purpose of 
•assessment; and a notice of the said order has been served 
upon your petitioner on the daj?^ of 

2. Your petitioner, being aggrieved, for the reasons 
stated below, by the order of the Income-tax Officer, prays 
that the said order may be set aside. 

Signed 


Grounds of appeal. 


Form of verification. 

I, - , the petitioner, named in the 

above petition, do declare that what is stated therein is 
true to the best of my information and belief. 

Signed 


Form G. 

To 

The Commissioner of Income-tax, 

The day of 19 . 

The petition of sheweth as follows ; — 

1. The Income-tax Officer of , with the 

previous approval of the Assistant Commissioner of 

has passed an order dated 

of which a copy is attached under sub-section {2) of sec- 
tion 23-A of the Indian Income-tax Act, 1922, that the 
sum payable as income-tax by the company knoAvn as the 

shall not be determined and that the 
proportionate share of your petitioner in the profits and 
gains of the said company shall be included in his total 
income for the purpose of assessment; and a notice of the 
said order has been served upon your petitioner on tho 
day of 

2. Your petitioner, being aggrieved, for the reasons set 
out below, by the order of the Income-tax Officer, prays 
that the said order may be set aside. 


Signed 


E 2 
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Grout^tds of appeal. 


, FoTm, of verification. 

I, , the petitioner, named in the- 

above petition, do declare that what is stated therein is 
true to the best of mj^ information and belief. 

Signed 

P. 2. 23. (1) In the case of income derived in part from 

agriculture and in part from business an assessee shall be 
entitled to deduct from such income the market value of 
any agricultural produce raised by him or received by him 
as rent in kind which he has utilized as raw material for 
the purposes of his business or the sale receipts of which 
are included in the accounts of his business. The balance- 
of such income shall be deemed to be income derived from 
the business and no further deduction shall be made there- 
from in respect of any expenditure incurred by the assessee 
as a cultivator or receiver of rent in kind. 

P. 2. (2) For the purposes of sub-rule {!) “ market value 

shall be deemed to be : — 

(fl) where agricultural produce is originally sold in the 
market in its raw state, or after application 
to it of any process ordinarily employed by a 
• cultivator or receiver of rent in kind to render 
it fit to be taken to market, the value calculated 
according to the average price at which it has 
been so sold during the year previous to that 
in which the assessment is made. 

fV) where agricultural produce is not ordinarily sold 
in the market in its raw state, the aggregate 
of — 

(I'l the expenses of cultivation ; 

(2) the land revenue or rent paid for the area in 

which it was grown ; and 

(3) such amount as the Income-tax officer finds, 

having regard to all the circumstances in each 
case, to represent a reasonable rate of profit 
on the sale of the produce in question as agri- 
cultural produce. 
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24. Income derived from tlie sale of tea grown and 
manufactured by the seller in British India shall be compu- 
ted as if it were income derived from business, and 40 
per cent, of such income shall be deemed to be income, pro- 
fits and gains liable to tax. 

25. In the case of Life Assurance Companies incor- io7. 
porated in British India whose profits are periodically as- 
certained by actuarial valuation, the income, profits and 
gains of the Life Assurance Business shall be the average 
annual net profits disclosed by the last preceding valuation, 
provided that any deductions made from the gross income 

in arriving at the actuarial valuation which are not admis- 
sible for the purpose of income-tax assessment, and any 
Indian income-tax deducted from or paid on income 
derived from investments before such income is received, 
shall be added to the net profits disclosed by the valuation. 

26. Rule 25 shall apply also to the determination of the P. 107. 
income, profits and gains derived from the annuity and 
capital redemption business of life assurance companies, 

the profits of which can be ascertained from the results of 
an actuarial valuation, 

27. If the Indian income-tax deducted from interest P. 107. 
on the investments of a company exceeds the tax on the 
income, profits and gains thus calculated, a refund may be 
permitted of the amount by which the deduction from 
interest on investments exceeds the tax payable on such 
income, profits and gains. 

28. In the case of other classes of insurance business^- lO*?' 
(fire, marine, motor car, burglary, etc.) of a company in- 
corporated in British India, the income, profits or gains 

shall be determined in accordance with the provisions of 
the Act. subject to the allowance specified in the rule next 
following. 

29. If in the ordinary accounts of any insurance busi-^** 107. 
ness other than Life Assurance, Annuity, or Capital Re- 
demption Business carried on by an Insurance Company 

any amount is actually charged against the receipts for 
the sole purpose of forming a reserve to meet outstanding 
liabilities or unexpired risk in respect of policies which 
have been issued (including risk of exceptional losses) and 
is not used for any other purpose such amount may be 
treated as expenditure incurred solely for the purpose of 
earning the profits of the business. 
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P. 107. 


p. 107. 


P. 107. 


P. 187. 


P. 87. 


30. Any amount either written-off in the accounts or 
through the Actuarial Valuation Balance Sheet to meet 
depreciation of, or loss on,, securities or other assets, or 
which is carried to a reserve fund formed for that sole piu?- 
pose and not used for an}* other purpose, may be treated as 
expenditure incurred solely for the purpose of earning the 
profits of the business. Any sums taken credit for in the 
accounts or Actuarial Valuation Balance Sheet on account 
of appreciation of or gains on the securities or other assets 
shall be deemed to be income chargeable to tax, subject 
always to deduction of such portion thereof as has been 
otherwise taken into account in calculating the income, 
profits or gains. 

31. The income, profits and gains of companies carry- 
ing on Dividing Society or Assessment business shall be 
taken at 15 per cent, of the premium income in the previous 
year and, in the case of non-resident companies, at 15 per 
cent, of the Indian premium income in the previous year. 

32. Notwithstanding anything contained in rules 25 to 
31, the total income, however, of an insurance company 
carrying on more than one class of business shall be deter- 
mined by its aggregate income from all classes of busi- 
nesses. 

33. In any case in which the Income-tax Ofi&cer is of 
opinion that the actual amount of the income, profits or 
gains accruing or arising to any person residing out of 
British India whether directly or indirectly through or 
from any business connection in British India cannot be 
ascertained, the amount of such income, profits or gains 
for the purposes of assessment to income-tax maj?- be cal- 
culated on such percentage of the turnover so accruing, or 
arising as the Income-tax Officer may consider to be rea- 
sonable, or on an amount which bears the same proportion 
to the total profits of the business of such person (such 
profits being computed in accordance with the provisions 
of the Indian Income-tax xA.ct) as the receipts so accruing 
or arising bear to the total receipts of the business, or in 
such other manner as the Income-tax Officer may deem 
suitable. 

34. The profits derived from any business carried on 
in the manner referred to in section 42 if) of the Act may 
be determined for the purposes of assessment to income-tax 
according to the pr^eding rule. 
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35. The total income of the Indian branches of non- P. 87, 
resident insurance companies (Life, Marine, Lire, Acci- 107, 
dent, Burglary, Fidelity Guarantee, etc.), in the absence 

of more reliable data, may be deemed to be the proportion 
of the total income, profits or gains, of the companies, cor- 
responding to the proportion which their Indian premium 
income bears to their total premium income. 

36. In the case of a person resident in British India, P. 92. 
an application for a refund of income-tax under section 48 

of the Act shall be made in the following form : — 

ApiiUcation for refund of income-tax. 

I, of 

do hereby state that my total income computed in accord- 
ance with section 16 of the Indian Income-tax Act, XI of 
1922, accruing or arising or received in British India, or 
deemed under the Act to accrue or arise or to be received 
in British India, during the year ending on the 31st March 
19 , amounted to Rs. oiily* 

I therefore pray for a refund of 


Es. 

under “ Salaries ”. 

(The portion 

Rs. 

under “ Securities 

not re(iuired 
should be 

Rs. 

under '' Dividends from 

scored out.) 

com- 


panies ”. 

of the 

Rs. 

under “ Share of profits 


registered firm ” known as of which 

I am a partner. 

Signature 

I hereb_y declare that I am resident in British India, 
and that what is stated in this application is correct. 

■Bated 19 . 

Signature 

36-A. In the case of a person not resident in British p. 92. 
India, an application for a refund of income-tax under 
section 48 of the Act shall be made in the following form : — 

Application for refund of income-tax. 

I, of’ 

residing at in (coiuitry) 

do herelDy state that my total income comjDuted in accord- 



(The portion 
not required 
should bo 
scored out.) 


ance "witli section 48 {4) of the Indian Income-tax Act, 1922, 
during the year ending on the 31st March 19 , amounted 

to Es. only, as per return enclosed. 

I therefore pray for a refund of 

Es. under “ Salaries ”. 

Es. under Securities 

Es. under “ Dividends from com- 

panies ”. 

Es. under “ Share of profits of the 

registered firm ” known as of which 

I am a partner. 


Signature 


I hereby declare that I am a British subject. (See 
note 2) /subject of State being a State in India. I 
also declare that what is stated in this application is cor- 
rect. 

Bated 19 . 


Signature 


Sworn before me (Name) 

Designation Signature at on 



Note 1. — ^The above declaration shall bo sworn (a) before a Justice of 
the Peace, a Notary Public or Commissioner of Oaths if the applicant for 
refund resides in any part of His Majesty’s Dominions outside British India, 
(h) before a Magistrate or other official of the State or a Political Officer 
if he resides in a State in India, (c) before a British Consul if ho resides 
elsewhere. 

Note 2. — “ British subject ” means a person who is a natural-born British 
subject, or a person to whom a certificate of naturaliEation has been granted. 

(&) An application for such a refund from a person not 
resident in British India who has made a similar applica- 
tion as a non-resident in the preceding year shall, unless 
the Income-tax Officer directs in any particular case that 
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the application be made in the form prescribed in sub-rule 
{a), be made in the following form ; — 


■ A'p'plication for refund of income-tax. 

I, of residing at 

in (country) do hereby state that my total 

income computed in accordance with section 48 (4) of the 
Indian Income-tax Act, 1922, during the year ending on 
the 31st March 19 , amounted to -Rs. oiily, as per 

return enclosed. 


I therefore pray for a refund of 


Rs. 

under “ Salaries ”. 


Rs. 

under “ Securities ” 


Rs. 

under “ Dividends 

from corn- 


panies 


Rs. 

under Share of 

profits of the 

r 

egistered firm known as 

of which 


I am a partner. 


The portions 
not required 
should bo 
scored out. 


Signature 


I hereby declare that I am a British subject (see 
note)/subject of State being a State in India. I 

also declare that what is stated in this application is cor- 
rect and that I duly applied for a similar refund as a non- 
resident last year. 


Bated 


19 . 


Signature 


Note. — “ British subject ” means a person who is a natural-horn British 
subject, or a person to whom a certificate of naturalization has been granted. 

37. The application under rule 36 shall be accompanied 
by a return of total income in the form prescribed under 
section 22 unless the applicant has already made such a 
return to the Income-tax Officer. 

37- A. The application under Rule 36- A shall be accom- 
panied by a return of total income in the following form 
the details of Part I of which but not the total may be 
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omitted if tlie person has already submitted a return under 
section 22 {2) for the same year : — 


Part I. 


Statement of total income accruing or arising or receirnd 
in British India ^ or deemed under the Act to accrue or 
arise or to he received in British India, during the 


'previous ‘year. 


1 


Sourcss of income. 


2 


3 


Amount of 
profits or gains 
or income 1 
during tlio 
■previous, year. 


Tns 
already 
charged 
on the 
income^ 


1. Salaries (including wages, annuity, 

pension, gratuity, fees, com- 
mission, allowances, pei'Qui- 
sites, including rent-free quar- 
ters) or profits received in lieu 
of, or in addition to, salary or 

wages (Bee Note 1) 

1-A. The contributions made by an 
employer to the account in a 
recognised provident fund of 
the person making the return 
1-B. The interest accruing to the 
account mentioned in 1-A which 
is not exempt from income-tax 
[Section 58-F (2)] . . _ . 

2. Interest on securities (including 

debentures) already taxed . (See Note 2) 

3. Interest on securities of the Gov- 

ernment of India or of local 
Governments declared to bo in- 
come-tax free .... (See Note 3) 

4. Property as sliown in detail in 

Schedule A .... (See Note 4) 

5. Business, trade, commerce, manu- 

facture, or dealings in property, 
shares or securities (details as 

in note 5) (See Note o) 

•6. Profession (See Note C) 

7. Dividends from companies , . (See Note 7) 

8. Interest on mortgages, loans, fixed 

deijosits, current accounts, etc., 
not being income from business 

0. Ground rent 

10. Jiny source other than those men- 
■tioned above including any in- 
come earned in partnership 
with others .... (See Note 8) 


Rs. 


A. 


Rs. 


A. 


Total 
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Part II. 


Staieiueni of toinl vnoome, profits and gains in the previous 
year, arising, accruing or received out of British 
fndia, which, if arising, accruing or received in 
British India, would, be included in the computation 
of total income under section 36. 


Kam<' 01 
Count n'. 


Sources of incfiino. 


1. Snlarii.' (See Note 10) 


2, Sesiiiities' ..... (See Xoto 11 1 

# 


Amount of 
piofit? or 
gain-i 
or income 
(Inline the 
lirevioiH year. 


r.r. 


n. Property" ! '. 1 ’. ’ (Sec Note 12) j 

! 

j -1. Bupiti'e-! ...... (See Note l-'J) 

I « 


5. Profe"''ion (See Note l-l) 


0, Dividendts from compEinipc . . (See Note 1(5) 

« 


^ 7 , Tnfo.'^e^i on ‘j’‘enriti('>i ofFmr than 
j in item 2 nliovc, ninrlftnrte'^. 

I lo'ri", finof! dcpn'.it''. current 

neeniirit'i. etc.. not liciii" 
ineoiiH- from ini-inreo . . . (See Not«' 10) 


Grniinil rent 


0. Any .cource other tlinn thope 
inentionc'd nhovo including .nny 
inrorne enrnod in pnrtner.phip 
vifli o'liem .... (.See Note 17) 

Tot.al 


Total .ns per Part I . 
7’otnl nn per Part TI 
Grand total 


The tiguros for cacli country should ho ecpnrntclv shown. 
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Verification. 

I declare that to the best of my knowledge and belief 
the information given in the above statement is correct and 
complete, that the amounts of income shown are truly stated 
and relate to the year ended and that no other 

income accrued or arose or was received by me/ the firm 
during the said 3'-ear and that I/the firm have no other 
sources of income. 

Signature 

X)ated 19 . 

N-J). — (a) Income accruing to you outside British Judin received in British 
India, should ho entered in Part I and not in Part II. 

(h) All income from whatever source derived must he entered in the form 
•including income received by you as a partner of a firm. 

(c) “ Previous year ” means the twelve months ending on the 31st day 
of March next iireceding the year for which the assessment is to he made, 
or, if the accounts of the assessoe have been made up to a date within the 
said 12 months in respect of a year ending on any date other than the 
said 31st day of March, then at the option of the assesseo the year ending 
on the day to which his accounts have so been made np. 

Notk 1. — In column 2 should ho shown the gross amount of salary^ and 
not the not amount after deductions on account of income-tax, provident 
funds, etc. 


Note 2. — “ Interest on securities ” means the interest on promissory notes 
or bonds issued by the Government of India or a local Government, or the 
interest on debentures or other seouritics for money issued by or on behalf of 
a local authority or company. Whore income-tax has boon deducted from the 
interest, or where the interest has been paid income-tax free, the amount of 
tax so deducted or paid should he added to the amount of interest actually 
received, and the gross amount so arrived at should he entered in column 2 
of the statement. The term ” interest on securities ” does not include interest 
on fixed deposits or mortgages or other loans, which have to he shown under 
heading 8. 

The interest on securities of the Government of India or of local Govern- 
ments declared to he income-tax free should he shown under head 3. Tho.-e 
which are not declared to ho income-tax free should he included under this 
head. 

Entries under this head must be .supported by the certificate issued by 
the person or company paying the interest under section 18 (9) of the Act. 


Note 3. — (a) The income-tax payable on the interest receivable on a 
security of a local Government issued income-tax free is payable hy the local 
Government and not hy the holder of the security. 

(h) Only the interest on securities of the Government of India or of a local 
Government declared to he income-tax free should he entered against this 
head. Such interest will not he charged to income-tax hut it must he in- 
cluded in the statement of total income in order to ascertain the rate of 
income-tax chargeable on other income. It is charpcahle to super-tax. 

(c) Particulars of any interest on securities issued hy other authorities and 
stated to he free of income-tax should he entered against head 2, as income- 
tax on such interest is actually paid hy these authorities on behalf of the 
recipients. 
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Notk 4. — Tlw tax is pnyablo under tin's liend in respect of tlio hond fide 
annunl value of any Innklinps or lands appurtenant thereto, of -wliicli you 
•are fiio owner, other than such portions of .such buildings and lands ns you 
-may occupy for llio purpo'^o of your busino-ss. 


SciiKDurx A. 



Xori! u. — (a) Whore you lo op your nceounts on the niorcantiJo accountancy 
•or bool: profit? sysleni, you iiiu.st file n return in the following form; — 


Iwume, profits or ijains from hvxinctu:, trade, commerce. 

ItT 

Jnconie, profits or gains ns per Profit and Ixiss Account for the 
year ended 19 

Add — Any nmoiint debited in the accounts in rc.spcct of — 

1. Iteservo for bad debts 

2. Sums carried to rcservo for provident or other funds 

3. K.Npondituro of the nature of charity or presents . 

4. Kxiionditure of the nature of capital 

B. Income-tax or Supcr-tn.v ...... 

0. Drawings or .‘•alary of proprietor or partners . 

7. Iterital v.aluc of property owned and occupied . 

8. Co'^l of additions to, or alleraiions, extensions, im- 

provements of, any of the a.ssets of tho husinoss. 
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Income, profits or gains from business, trade, commerce — contd. 


Add — ^Any amount debited in the accounts in respect of — 

9. Interest on tlie proprietor’s or partner’s capital, in- 
cluding interest on resenm or other funds. 

10. Losses sustained in former years , . . . 

11. Losses recoverablo under an insurance or contract of 

indemnity. 

12. Depreci.ation of any of the assets of the business 

13. Private or personal expenses and expenses not in- 

curred solelj- for the purpose of earning the profits. 

TOTAIi 


Es. 


A. 


Deduct — Any profits included in the account already charged to 
Indian Income-tax and the interest on securities of 
the Government of India or of local Governments 
declared to be Income-tax free. 

Balance 


(Signatui'c of the person making the return.) 

Dated 193 . 

(h) Where you do not keep your accounts in such a form, you must file_ a 
statement showing how you arrive at the taxable profits, i.c., shonung details 
of the gross receipts and of the expenditure you propose to set against those 
receipts. No deductions are permissible on account of — 

(?) Property owned and occupied bj' the owner of a business for the 
purposes of a business: 

(it) Additions to, or alterations, extensions, or improvements of, any 
of the assets of tho business; 

(Hi) Interest on the cnpit.al of the proprietors or partners of the 
business ; 

(iv) Bad debts not actually written off in the accounts; 

(u) Losses sustained in previous jmars; 

(vi) Reserves of any kind; 

(vii) Sums paid on account of the income-tax or super-tax or any tax 
levied by a local authority other than local rates or municipal 
taxes in respect of the portion of tho promises used for the pur- 
pose of the business; 

(viii) Any expenditure of the nature of charity or a present; 

(ix) Any expenditure of tho natxire of capital ; 

(x) Any loss recoverablo under an insurance or a contract of 

indemnity ; 

(xi) Depreciation of any kind other than that specified in tho Act-: 

(xii) Drawings or salaries of the proprietors or the partners; 

(xHi) Private or personal expenses of the assessee; 

(xiv) Any expenditure of any kind which is not incurred solely for 
the purpose of earning the profits. 

If you have included any such sums in your expenditure in your boolm. 
yoTi must exclude them from the expenditure permissible for the purpose of 
arriving at your taxable profits. 
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(c) You are also requii-ed to attach a statement showing the sums charged 
an your accounts under the provisions of section 58-K (2). 

IsoTE 6. — The income, profits or gains shall be computed after making 
allowance for any expenditure (not being in the nature of capital expendi- 
ture) incurred solely for the purpose of such profession or vocation, provided 
that no allowance is made on account of any of your personal expenses. 
Professional fees received by you in any part of India (whether within 
British India or not) must be included by you in your receipts. 


Note 7. — Income-tax chargeable on the profits of companies is paid by the 
'companies, so that the dividends received by shareholders represent the net 
amount remaining after any income-tax due by the company has been paid. 
This amount should be entered in column 2 of the statement. The propor- 
tionate tax will be added in the Income-tax office. 

If the rate of tax applicable to your total income is less than the rate of 
dnconie-tax applicable to the profits or gains of the company at the time of 
the declaration of such dividends, you may, by attaching the company’s certi- 
ficate received with the dividends, have the excess collected on your dividends 
from the company set against the tax payable by you on your other income 
■instead of having to apply separately for a refund. 

Where a company derives a part of its profits in British India and part 
•outside British India, such portion of its dividend as is payable out of profits 
taxable in British India should be shown in Part I under item 7 and the 
balance in Part II under item 6. 


■Note 8. — ^Agricultural income from land not paying land revenue or local 
rates to an authority in British India should be included under this head or 
under income from business according to circumstances. 


Note 9. — ^Eebates in respect of insurance premia or of a contract for 
annuity cannot be allowed in connection with a claim for refund. They can 
only be allowed in the course of an assessment. 


Note 10. — The gross amount of salary and not the net amount after 
'deductions on account of income-tax, should be shown. 


Note 11. — Under this head should be shown interest on securities issued by 
fihe Government of India or a local Government or a local authority in India 
on which interest is paid or payable outside British India, and the interest 
on debentures of companies operating in India paid or . payable outside 
British India. For this purpose “ Company ” means “ a company as defined 
in the Indian Companies Act, 1913, or formed in pursuance of an Act of 
Parliament or of Roj-al Charter or Letters Patent, or of an Act of the Legis- 
lature of a British possession, and includes any foreign association carrying 
on- business in British India whether incorporated or not, and whether its 
principal place of business is situate in British India or not, which the 
Central Board of Revenue may, by. general or special order, declare to be a 
company for the purposes of this Act”. Interest on all other securities 
should be shown under item 7 — see Note 16. Interest should be shown 
gross if foreign tax is deducted therefrom after the assessee receives the 
interest; if the tax is deducted at source, the net interest received should 
be shown. 
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Note 12. — See instructions in Note 4. 


Note 18. — ^The details should bo given ns explained in Note 6, hut thero- 
will bo no “ deduct ” entry on account of profits included in the amount 
already charged to Indian income-tax and the interest on securities of tho- 
Government of India or a local Government in India declared to bo income- 
tax free. 


Note 14. — This should show professional fees received outside Britishi 
India. 


Note 15. — The figure to be shown hero is tho amount actually received by- 
the shareholder irrespective of whether tho dividends are declared free of tax 
or not. 

"Whore a company derives a part of its profits in British India and parb- 
outsido British India, such portion of its dividend as is payable out of profits 
taxable in British India should bo shown in Part I under item 7 and the- 
balance in Part II under item 6. 


Note 16. — Tliis head will include inter alia interest on all securities other 
than those entered in item 2, see Note 11. Interest should bo shown gross if' 
foreign tax is deducted therefrom after the nssosseo receives tho interest; if 
the tax is deducted at source, tho not interest received should bo shown. 


Note 17. — Agricultural income from land not included in Part I should" 
bo shown under this head. 

P. 93. 38. Where the application under rule 36 or rule 36-A 

is made in respect of interest on securities or dividends- 
from companies, the application shall be accompanied by 
the certificate prescribed under section 18 (9) or section 20,. 
as the case may be. 

P. 92. 39. The application under rule 36 or rule 36-A shall be- 

made as follows : — 

(a) If the applicant is resident in British India, to- 
the Income-tax Officer of the District in which- 
the applicant is chargeable directly to income- 
tax, or if he is not chargeable directly to the- 
Income-tax Officer of the district in -which he- 
ordinarily resides; 

(&) If the applicant is resident outside British India, 
to the Income-tax Officer appointed by the^ 
Central Board of Revenue. 
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40. An application for refund of income-tax under P. 93* 
section 49 of the Act shall be made in the following form : — 

A'pflication for relief from double income-tax under section 
49 of the Indian Income-tax Act, 1922. 

I, of , do hereby state 

that I have paid United Kingdom income-tax and super- 
. tax amounting to £ for the year ending 19 

on an income of £ and that Indian income-tax/in- 

come-tax and super-tax of Ea., has also been paid 

on the same income/ income from the same source amounting 
to Es. .1 have obtained relief under the provi- 

sions of section 27 of the English Finance Act, 1920, at the 
rate of see attached certificate from the 

Inspector of Taxes I now pray for a further relief at 
the rate of amounting to Rs. under ' 

section 49 of the Indian Income-tax Act, 1922, to which I 
am entitled. My income from all sources to which this 
Act applies during the “ previous year ” ending cm the 
19 amounted to Es. 

only — see Return of income attached /already submit led. 


Signature 


I hereby declare that what is stated herein is correct. 


Signature 


Dated 19 . 

41. The application under rule 36 or rule 40 may be 
presented by the applicant in person or through a dulj^ 
authorized agent or may be sent by post. 

42. A return shall be furnished by the principal officer 
of a Company under section 19-A in respect of a dividend 
or aggregate dividends if the amount thereof exceeds 
Es. 5,000. 

43. The return by the principal officer of a Company 
under section 19-A shall be in the following form and shall 
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be delivered to the Income-tax Officer who assesses the 
company : — 

Retum under section 19~A of the Indian Income-tacc Act, 
1922, for the year 1st April 19 -Slst March 19 . 

Name of Company 
Address of Company 


(1) Resident Shareliolders/NonrResident Bhareholders, 




Addrc"': 

of 

nhnreholdor. 

n.iio of 
docl.'irntion 
of dividends. 

(2) Amount o' 
dividends. 

Serial 

number. 

Name of Khnrcholder. 

Net, 

Gross. 

1 

n 

1 

3 

•1 

r, 

C 


! 

1 



; 

r.s. i 

1 

lU. 


the principal officer of the 

Company, hereby cei'tify that tlic jiljove statement contains 
a complete list of tlio resident/non-rcsident shareholders of 
the Company to whom a dividend or aggregate dividends 
exceeding Rs. 5.000 was or were distributed in the period 
from the 1st April 19 to the 31st March 19 . 

Dated 19 . 

Sianatnre 

% 

Non; 1. — Sepnrnlc forms .should bo used for resident, and non-iosidont 
Bhareholders. 

Noth 2. — Where dividends arc issued “ free of iinomc-tax ”, the fiKino 
to he entered in cohinm C is the sum actually jjaid, and the fi"ure to bo 
entered in column fi is the apie.ropate of the sum so i>nid and the amount of 
income-tax payable by the Company in respect of the dividends. 

•P. S2. 44. All sums deducted in accordance witli sub-sections 

{2) and (5) of section 57 shall be paid l)y the person making 
the deduction to the credit of the Government of India 
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within one week from the date of such deduction by remit- 
ting the amount to the Income-tax Officer concerned or to 
such Government Treasury or branch of the Imperial Bank 
of India as he may direct. The person making the deduc 
tion shall send at the same time to the Income-tax Officer 
a statement showing the name of the non-resident person 
on whose behalf the tax has been deducted, the amount of 
the tax deducted, the gross amount of dividend in respect 
of which the deduction has been made and the period for 
which the dividend has been paid. 


PINANCE DEPARTMENT (CENTRAL REVENUES). 

Notification No. 9, dated the 15th March, 1930. 

In exercise of the jDowers conferred by Chapter IXA 
of the Indian Income-tax Act, 1922 (XI of 1922), the 
Governor General in Council is pleased to make the follow- 
ing rule.s, the same having been previously published as 
required by sub-section (i) of section 58-L read with sub- 
section (4) of section 59 of the said Act : — 

1. These rules may be called the Indian Income-tax 
(Provident Eunds Relief) Rules. 

2. In these rules, ” section ” means a section of the 
Indian Income-tax Act, 1922 (XI of 1922). 

3. The contributions made by employees after the date 
of recognition of a provident fund and the interest on the 
accumulated balances of such contributions shall be wholly 
invested in securities of the nature specified in clause {a), 
(6), (c), {d) or {e) of section 20 of the Indian Trusts Act, 
1822, and payable both in respect of capital and of interest 
in British India. 

4. {!) Withdrawals by employees shall not be allowed 
by the trustees except on special grounds in the following 
circumstances or circumstances of a similar nature — 

(a) to pay expenses incurred in connection with the 

illness of a subscriber or a member of his 
family ; 

(b) to pay for the passage over the sea of a subscriber 

or any member of his family; 
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(c) to pay expenses in connection with, marriages, 

funerals or ceremonies which by the religion of 
the subscriber it is incumbent upon him to per- 
form and in connection with which it is obliga- 
tory that expenditure should be incurred ; 

(d) to meet the expenditure on building or purchasing 

a house or a site for a house provided that such 
house or site is assigned to the trustees of the 
fund; 

(e) to pay premia on policies of insurance on the life 

of the subscriber or of his wife provided that the 
policy is assigned to the trustees of the fund and 
that the receipts granted by the insurance com- 
pany for the premia are from time to time 
handed over to the trustees for inspection by the 
Income-tax Officer. 

{£) For the purposes of sub-rule (2) “ Family ” means 
any of the following jDersons who reside with and are wholly 
dependent on the employee, namely : — the employee’s wife, 
legitimate children, step children, parents, sisters and 
minor brothers. 

(3) iSFo such withdrawal shall exceed (!) the pay of the 
employee for three months, or, in the case of a -withdrawal 
for the purpose specified in clause (d) of sub-rule (2), six 
months at the time when the advance is granted, or {£) the 
total of the accumulation of exempted contributions and 
exempted interest contained in the balance to the credit of 
the employee whichever is less. 

(4) A second withdrawal shall not be permitted until 
the sum first withdrawn has been fully repaid. 

5. (2) Where a withdrawal is allowed for a purpose 
specified in clause {d) or clause (e) of sub-rule (2) of rule d 
the amount withdrawn need not be repaid. 

{£) Where a withdrawal is allowed for any other jDur- 
pose the amount withdrawn shall be repaid in not more 
than twenty-four equal monthly instalments and shall bear 
interest in accordance with rule 6 and no further with- 
drawal shall be permitted until repayment has been effected 
in full. 

6. In respect of withdrawals which are repaid in not 
more than 12 monthly instalments, an additional instal- 



ment of 4 per cent, of the amount withdrawn shall be paid 
on account of interest; and in respect of mthdrawals which 
are repaid in more than 12 monthly instalments two such 
instalments of 4 per cent, of the amount withdrawn shall 
' be paid on account of interest : 

Provided, however, that at the discretion of the Trus- 
tees of the Fund, interest may be recovered on the amount 
withdrawn or the balance thereof outstanding from time 
to time at 1 per cent, above the rate which is payable for 
the time being on the balance in the fund at the credit of 
the member. 

7. The employer shall deduct such instalments from the 
emploj^ee’s salary, and pay them to the Trustees. The 
deductions shall commence from the second monthly pay- 
ment made after the withdrawal or in the case of an em- 
ployee on leave without pay from the second monthly pay- 
ment made after his return to duty, 

8. In case of default of repayment of instalments under 
rules 6 and 7, the Commissioner of Income-tax may at his 
discretion order that the amount of the withdrawal or the 
amount outstanding shall be added to the total income of 
the employee for the year in which the default occurs and 
the Income-tax Officer shall assess the employee accordingly. 

9. Notwithstanding anything contained in rules 4 to 8, 
it shall be open to the trustees of a recognised provident 
fund to permit the withdrawal of ninety per cent, of the 
amount standing at the credit of an employee if the em- 
ployee takes leave preparatory to retirement, provided 
‘that if he rejoins duty on the expiry of his leave he shall 
refund the amount drawn together with interest at the rate 

- allowed by the fund. 

9-A. Where the accounts of a recognised provident fund 
are kept outside British India, certified copies of the ac- 
counts shall be supplied not later than the 15th June in 
each year to a local representative of the employer in British 
India : 

Provided that the Income-tax Officer may in any year 
a,ppoint a date later than the 15th June as the date by 
which the certified copies shall be supplied. 

10. ( 1 ) An application for recognition shall be made 
by the employer maintaining the fund for which recogni- 
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tion is sought and shall be accompanied by the following 
documents : — 

{a) the trust deed if any in original with one copy 
thereof, the latter to be retained by the Commis- 
sioner, and 

(5) the rules of the fund : 

Provided that if the original of the trust deed cannot 
conveniently be produced, it shall be open to the Commis- 
sioner of Income-tax to accept in lieu of the original a copy 
certified either by a Magistrate or in any manner specified 
in rule 7 of the Indian Companies Pules, 1914, in which 
case an additional copy shall be furnished for retention 
by the Commissioner. 

{2) The application shall be submitted through the 
Income-tax Officer of the area in which the accounts of the 
funds are kept, or, if the accounts are kept outside India, 
through the Income-tax Officer of the area in which the 
local headquarters of the employer are situate. 

{3) The application shall contain the following 
information ; — 

{a) Name of employer and address, his business, pro- 
fession, etc., also his principal place of busi- 
ness. 

(6) Number of employees subscribing to the fund — 

{i) in British India; 

(m) in Indian States; 

(m) outside India. 

(c) Place where the accounts of the fund are or will* 
be maintained. 

{d) If the fund is already in existence — 

[i) a copy of the last balance sheet of the fund, 
where such is maintained, 

(m) details of investments of the fund. 

(4) A verification in the following form shall be 
annexed to the application. 

Form of Verification. 

r 

We/I, the trustee(s) of the abovenamed fund, do declare 
that what is stated in the above application is true to the 





best of our information and belief, and that tbe documents 
sent herewith are the originals or true copies thereof, 

11. Where an emj)loyee of a company owns shares in 
the company with a voting power exceeding ten per cent, 
of the whole of such power the sum of the exempted con- 
tributions of the employee and employer to the recognised 
prpvident fund maintained by the company shall not exceed 
Rs. 250 in any month. 

12. If an employee assigns or creates a charge upon 
his beneficial interest in a recognised provident fund, the 
Income-tax Officer shall, on the fact of the assignment or 
charge coming to his knowledge, give notice to the em- 
ployee that if he does not secure the cancellation of the 
assignment or charge within two months of the date of 
receipt of the notice the consideration received for such 
assignment or charge shall be deemed to be income received 
by him in the year in which the fact became known to the 
Income-tax Officer and shall be assessed accordingly. 

13. If the Commissioner withdraws recognition from a 
recognised provident fund, the balance to the credit of 
each employee at the end of the financial year prior to the 
date of the withdrawal of recognition shall be paid to him 
free of income-tax and super-tax at the time when such 
employee receives the accumulated balance due to him. 
The remainder of the accumulated balance due to him 
shall be liable to income-tax and super-tax as if the fund 
had never been recognised. 

, 14. Before withdrawing recognition, the Commissioner 
of Income-tax shall give an opportunity to the employer 
and the trustees of the fund to show cause why recognition 
should not be withdrawn. 


FINANCE DEPARTMENT (CENTRAL REVENUES). 
’Notification No. 10, dated the 15th March, 1930. 

I 

In pursuance of sub-section {2) of section 58-F of the 
Indian Income-tax Act, 1922 (XI of 1922), the Governor 
General in Council is pleased to fix six per cent, as the 
rate referred to in the said sub-section. 
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CENTRAL BOARD OF REVENUE. 

Notification No. 12, dated the 15th March, 1930. 

In exercise of the powers conferred by Chapter IX-A 
and by section 59 of the Indian Income-tax Act, 1922 (XI 
of 1922), the Central Board of Revenue is pleased to make 
the following rules, the same having been previouslj’’ pub- 
lished as required by sub-section (2) of section 58-L read 
with sub-section {4) of section 59 of the said Act: — 

1. These rules may be called the Indian Income-tax 
(Provident Funds Relief) (Central Board of Revenue) 
Rules. 

2. In these rules “ section ” means a section of the 
Indian Income-tax Act, 1922 (XI of 1922). 

3. An order according recognition to a provident fund 
shall take effect — 

(a) in cases where the application for recognition has 
been received by the Commissioner of Income-tax 
before the 31st May 1930 — on 31st March 1930; 

(&) in other cases — on the last day of the month in 
which the order is made, or, at the request of 
the employer, on the last day of any later month 
in the same financial year. 

4. An appeal under sub-section {5) of section 58-B shall 
be in the following form and shall be verified in the manner 
indicated therein : — 

Form of a'p'peal against non-recognition of a Provident 
Ftind hy a Commissioner of Income-tax. 

To 

The Central Board of Revenue. 

The petition of employer(s) 

carrying on business, profession or at 

Your petitioner (s) applied to the Commissioner of 
Income-tax under section 58-B of the Indian Income-tax 
Act, 1922, for the recognition of the provident fund main- 
tained by them (him) for the benefit of their (his) employees. 
The Commissioner of Income-tax has refused recognition 
for the reasons stated in his order dated of 

which a copy is attached. 
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For the reasons set out below your petitioner(s) submit(s) 
that the fund should be recognised; and pray(s) that the 
Central Board of Revenue may be pleased to accord recogni- 
tion. 

Grounds of a'p'peal. 

We/I the petitioner(s) named in 

the above petition do declare that what is stated therein is 
true to the best of our /my information and belief. 

Signature 

Address of Appellant. 

Date 

5. The accounts of a recognised provident fund shall be 
prepared at intervals of not more than twelve months. 

6. An account shall be. maintained for each subscriber 
to the fund in the following form : — 
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7. An abstract for the financial year or other appli- 
cable accounting period of the individual account of each 
employee participating in a recognised provident fund shall 
be furnished by the, trustees to the Income-tax Officer of ■ 
the area in which the employer conducts his business, pro- 
fession or vocation, or to such other Income-tax Officer as 
the Commissioner may, in each case, direct, not later than 
the fifteenth day of June in each year. It shall be in 
the form prescribed in rule 6, but shall show only the totals 
of the various columns thereof for the financial year or 
other accounting period. It shall also give an account of 
any temporary withdrawals by the employee during the year 
and of the repayment thereof. 

8, The account to be made under the provisions of sub- 
section (1) of section 58- J shall show in respect of each 
employee (i) the total salary paid to the employee during 
the period of his participation in the. provident fund, (n) 
the total contributions, (iU) the total interest which has 
accrued thereon, and (iv) so far as may be, the percentage 
of the employee’s salary in accordance with which contri- 
butions have been made by the employer and employee. 


CENTEAL BOARP OF REVENUE. 

'Notification No. 35, dated the 12th duly 1930. 

In exercise of the powers conferred by sub-section (7) of 
section 33- A of the Indian Income-tax Act, 1922 (XI of 
1922), the Central Board of Revenue makes the following 
rules ; — 

Rules. 

{!) The Commissioner of Income-tax on receipt of an 
appeal under section 33-A of the Indian Income-tax Act, 
1922, shall, unless, in pursuance of the proviso to sub-sec- 
tion {3) of that section, the appeal is withdrawn, appoint a 
Board of Referees consisting of not less than three and not 
more than five members, chosen by him, subject to the provi- 
sions of sub-section {6) of that section, from a panel consti- 
tuted and maintained by the Central Board of Revenue. 

{2) Appointments to, and resignations or removals from, 
the panel shall be published in the Gazette of India. 
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( 3 ) The names of the members chosen by the Commis- 
sioner shall be communicated to the appellant within one 
week of receipt of the appeal in the Commissioner’s office or 
of the decision of the Commissioner under section 33, as 
the case may be. 

{ 4 ) Within a period of 15 days from the receipt of the 
communication, the appellant may object, without giving 
any reasons, to the inclusion of any name or names in the 
Board, and submit the names of not less than five members 
of the panel to whom he will not object. 

(5) In the event of an objection to any name, the Com- 
missioner shall substitute a fresh name therefor, but shall 
not be bound to accept a name submitted by the appellant, 
and shall communicate it forthwith to the appellant. 

{ 6 ) The appellant may not subsequently object to the 
inclusion in the Board of any name submitted by himself. 

(7) The appellant shall be allowed one, further period of 
fifteen days in which to object to names not originally in- 
cluded by the Commissioner nor submitted by himself. 

(5) If the appellant has twice objected to the constitu- 
tion of the Board proposed by the Commissioner, the 
Central Board of Eevenue shall settle the composition of 
the Board and the decision of the Central Board of Eevenue 
shall be final. 

{ 9 ) The time and place of the first meeting of the Board 
shall be fixed by the Commissioner after consulting the 
members. The time and place of subsequent meetings shall 
be fixed by the Board and announced to the appellant and 
the Commissioner. 

{ 10 ) The members of the Board shall elect their own 
Chairman. 

{ 11 ) The decision of the Board shall be the decision of 
the majority of members present. All the members present 
shall sign the report, and any member who differs from the- 
others may record a dissenting minute. Should there be- 
an equality of votes, the Chairman shall have a casting 
vote. No decision of the Board which is signed by less than 
half the members shall be valid. The proceedings of the 
Board shall not be invalidated merely by reason of the 
absence of a member or his failure to sign the report of 
the Board. 
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CENTEAL BOAED OF EEVEKUE. 


Notification No. 24, Income-tax, dated the 7th May 
7932 . — In exercise of the powers conferred by section 59 
of the Indian Income-tax Act, 1922 (XI of 1922), read with 
paragraph 1 of Part I-A of Schedule II to the Indian 
Finance (Supplementary and Extending) Act, 1931, the 
Central Board of Eevenue hereby makes the following rule, 
the same haAung been previously published as required by 
sub-section (4) of the said section, namely : — 

Rule. 

The notice of demand referred to in paragraph 1 of 
Part I-A of Schedule II to the Indian Finance (Supple- 
mentary ‘and Extending) Act. 1931, shall be served in the 
following form : — 

Notice of Demand under paragra'ph 1 of Part I-A of the 
Schedule to the Indian Finance [Supplementary and 
Extending) Act, 1931. 

To 


1. You have been summarily assessed for the year 

to income-tax amounting to Es. 
shown in tire copy of the assessment form sent herewith. 

2. If you are dissatisfied with this assessment, you may 
apply to’ me within 30 days of the receipt of this notice for 
the cancellation or revision of the assessment. My orders 
on such application will be final, and will specify the time 
within which payment should then be made. 

3. You may. however, also submit with such applica- 
tion a return of your income under section 22 [2) of the 
Indian Income-tax Act in the form attached for the pur-‘ 
pose. If you do so, the demand now made will be can- 
celled and the assessment will be made under section 23 of 
the Act, and, subiect to section 30 of the Act, an appeal 
will lie to the Assistant Commissioner. 

4. If you do not present such an application (with or 

without a return) within the time specified in paragraph 
2, you must pay the amount of Es. on or 

before the to the officer in charge of the 
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Governmeut Treasury or Sub-Treasury/ the Agent, Im- 
perial Bank of India, at 

For failure to do so, you will be liable to a penalty not 
exceeding the amount of tax. 

5. Cbalans to be presented with the amount at the time 
of pa3mient are attached. Should you lose them, you 
should apply to the Income-tax Officer for fresh ones. 

6. On paj^ment you will be granted a receipt. 

Income-tax Officer. 

Circle. 

193 . 


Dated 
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PART III. 

NOTES AND INSTRUCTIONS 
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ISTOTES AND INSTRUCTIONS REGARDING THE INCOME 
TAX LAW AND RULES. 

1. Extern of 'the Act. [^Section 1 (.2).] — Tliis sub-section 
•governs tbe whole of the Act and defines the areas to wbicb. the Act 
applies. Section ".7 v(2) -on the other hand governs merely the taxa- 
tion of particular classes of income. 

The words “ and to all other servants of His Majest}^ in those 
dominions ” v'ere added in the Act of 1918 as it was considered 
advisable to abandon the previous limitation, in the case of persons 
serving outside British India, of liability to British subjects, since 
it not infreqxientlj’- happens that subjects of Indian States are taken 
Into Government employment and sent to serve in places outside 
British India. 

The words “ including British Baluchistan ” were inserted in 
the Act of 1922. Prior to tbe passing of that Act, the Income-tax 
Act was applied to Britisli Baluchistan by notification in a restric- 
ted form, income-tax being, under the notification, leviable only 
upon salaries received by persons in tbe service of, and paid by or 
on bebalf of. Government or of a local autbority established in the 
exercise of tbe powers of tbe Governor-General in Council. The 
Act now applies in full force to tbe whole of British Baluchistan. 

The whole of tbe Act, with tbe exception of section 7 (2) and 
64-, has been applied to tbe Civil and Military Station, Bangalore, 
and the District of Abu, while to Berar tbe whole Act except section 
7 (2) has been applied. Only so much of tbe Act has been applied 
to tbe Cantonment of Baroda, tbe British administered areas in 
Central India and the British administered areas (excluding Rail- 
way lands) in tbe Bombay Presidencj’’, as relates to the assessment 
and collection of income-tax on salaries of Govei’nment servants or 
of local authorities established in the exercise of the powers of the 
Governor General in Council. 

The Civil and Military Station of Bangalore, Berar and the 
District of Abu are distinct from British India and, strictly 
speaking, all profits accruing or arising or received in British India 
or deemed to accrue or arise or to be received in British India are 
liable to tax even if they have already been taxed in those areas. 
Similarly, all profits accruing or arising or received in any of 
those areas or deemed to accrue or arise or to be received in those 
areas are liable to tax even if they have already been taxed in 
British India. Berar is practically treated as part of British India 
for purposes of assessment and no question of double taxation arises. 
When the same profits are taxed both in British India and in the 
Civil and Military Station of Bangalore, a deduction or refund 
is given in British India equal to the tax levied on such profits in 
the Civil and Military Station if the headquarters of the firm or 
company, etc., are in British India, and a similar refund or deduc- 
tion is given at Bangalore if the headquarters of the firm or company 
.are at 33angalore. The whole of the Act has also been applied to 
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Angul, but under a notification issued under section 60 of the Act^ 
tbe income of persons in that District other than persons in the 
service of Government has been exempted from liability to tbe- 
tax — see paragraph 17 (35). 

Under the sub-section — 

(a) the Act applies in Indian States to all persons in the service 
of Government, whatever their nationality. It applies in Indian 
States to persons in the service of a local authority established in 
the exercise of the powers of the Governor General in Council, only 
if they are British subjects or servants of Government lent to the 
local authority. 

(h) the salaries of Government officers serving outside India- 
are not liable to income-tax unless they are drawn or otherwise- 
received in India. 

(c) frontier Agency tracts and ceded areas are included in the 
term “ dominions of Princes and Chiefs in India in alliance with 
His Majesty 

2. Definition of “ agricultural income [^Section 2 (7).] — 
Agricultural income is exempted from tax under the provisions of- 
section 4 (3) (rm) of the Act and any income to be exempted must 
fall within the words of this definition. The definition was amend- 
ed in the Act of 1922 in order to make it clear that rent or revenue- 
derived from land xised for agricultural piirposes [clause (o)] is 
exempt from tax only in cases where the land is assessed to land 
revenue by an authority in British India or is subject to a local 
rate assessed and collected by an authority in British India, and 
that the exemption does not apply to cases where the land pays 
revenues or local rate to authorities outside British India. Clauses 
(h) and (c) were also amended at the same time in order to make- 
it clear that the limitations in clause (o) apply also to the incomes 
specified in clauses (b) and (c), so that income derived from agi’i- 
culture will only be exempt if the agriculture is in respect of land- 
on which land reA^enue or local rate is paid to an authoritA’ in British 
India. 

A further amendment was also made by the Act of 1922 in cla\ise- 
(b) (iii). Under the previous Acts profits from the sale by a culti- 
vator or receiA^er of rent-in-kind of the prodtice raised or received by 
him were included xinder “ agricultural income ” only in cases- 
where the cultivator or receiver of rent-in-kind did not keep a shop- 
or stall for the sale of such prodxice. Under the present Act profits 
derived by a cultivator from the sale of the produce raised by him 
are included in the term “ agricultural income ” where the produce- 
is sold in its raw state, that is, if no process has been performed in 
respect of the produce other than a process of the nature described' 
in sub-clause [ii). The tax therefore is now not leviable on the 
profits derived by a cxiltivator or receiver of rent-in-kind from the- 
sale of the raxv produce raised or received by him even if he kee^xs. 
a shop for tbe retail vend of such raw produce 



If a land-oTrner grows on liis own land whick is assessed lo land 
jrevenne forests or trees and derives income therefrom, he is not 
liable lo income-tax on such income. Persons, hoAvever, who take 
‘Contracts in forests for the cutting down and selling of timber are 
liable to tax on the profits from such transactions. 

Assignment of land revenue to a Jagirdar is not assessable to 
income-tax in the- hands of the Jagirdar. 

Interest on arrears^ of rent of land used for agricultural purposes 
is part of the rent derived from the land and is therefore not liable 
to income-tax, subject to the exception that if the arrears are secured 
by a bond and are therefore recoverable by civil suit such interest 
is taxable. 

Rule 23 prescribes the manner in which profits and gains shall 
he arrived at in the case of incomes derived in part from agriculture 
and in part from business, and provides for the separation of 
industrial from agricultural profits in cases where the agricultural 
rmo produce is worked up for the market. Assessing authorities 
should determine what portion of profits derived in part from_ in- 
dustry and in part from agriculture should be regarded as derived 
from industry and agriculture respectively tailing into account the 
circumstances of each case. 

In the case of tea, where the person growing, manufacturing 
.-and selling tea has separate purely agricultural income (e.y., from 
Tent or cultivation of land on which tea is not grown) no account 
•shall be taken of such income in calculating the profits liable to tax. 
'Some concerns again are engaged in the growing of tea seed. 
Inhere) the tea seed is produced for the use of the assesses, it must, 
'Of course, be included in the profits. ISTo tax should, however, be 
levied on the profits derived from the growing of tea seed in cases 
•where the tea seed is sold to a third party and where separate 
•accounts are maintained for the expenditure and receipts for the 
.'growing of the seed. Although under section 10 (2) (f.r) of the 
Act the only expenditure that can be allowed to be set against profits 
is expenditure incurred solel}'- for the purpose of earning the profits 
•or gains taxable in any year, it will only be fair in the case of tea 
•concerns to allow as a charge against profits the whole of the cost of 
•the upkeep (e.y., weeding and draining) of extensions of the estate 
•which are not in bearing. I^o allowance can be made on account 
of any capital expenditure in connection with such extensions, such 
as the acquisition, clearing and draining of the land, the making 
of roads or the erection of buildings before the cultivation begins, 
but when once the cultivation has begun with the completion of the 
■planting, the annual cost of the upkeep of such extensions should 
be allowed as a business extension even although the expense is 
not in bearing. 

The following principle should be adopted in calculating the net 
dividends and regulating refunds on dividends, paid from profits 
that are only partly taxed in the hands of the company, e.y,, com- 
panies a part of whose income arises or accrues outside* British 
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India and is not receiTcd in Britisli India or part of whose income' 
is derived from tax-free securities : — 

If X per cent, of the profits pay tax in the hands of the com- 
pany, the total income of the shareholder for the purpose of 
reftmds is x per cent, of the net dividend multiplied hy 32/29 
taking the maximum rate of income-tax as 2 annas and 8|- 
pies. That part of the profits of the company which is not 
taxed in its hands will, of course, be taxable in the hands of 
the share-holder under Section 14 (2) (o)'if the income is liable 
to tax under Section 4 (1) and is not exempt under Section 4 
(3) or under one of the notifications issued under Section 60. 
jSut no addition on account of income-tax should be made to 
the part of the dividends not taxed in the hands of the com- 
pany in computing the shareholder’s total income. 

Illegal abwahs are taxable since they do not come within the- 
definition of “ agricultural income ”. So also are the following 
items, viz. : — (a) fees received from land used for storing purchase- 
of crops {Paicdi), (b) funyaha nazar or nazar paid by tenants of 
agricultural holdings at the beginning of the zemindari year, (c) 
nazar for petitions presented to the zemindars dealing with ques- 
tions of successions, settlement and partition (Raja Probhat Chandra 
Barua versus King Emperor, High Court of Bengal Reference No. 1 
of 1926 (II, Srinivasan Tax Cases, page 392) and Privy Coimcil 
Appeal in the same case). On the other hand, the ruling in’the- 
Bengal High Court Case No. 40 of 1920, Birendra Kishor Manikj’^a- 
versus Secretary of State for India (I, Srinivasan Tax Cases, page 
67), in which it was held that though the, premium paid for the 
settlement of waste lands or abandoned holdings might reasonably 
be regarded as “ rent or revenue ” derived from land, as used in 
this definition, the same considerations did not apply to the salami 
or premium paid to a land-holder for recognition of a transfer of a 
holding from one tenant to another, has been overruled, in respect 
of the salami in question, by a Full Bench of the High Court of 
Bengal in Reference No. 1 of 1925, Nawabzadi Mehar Bano 
Khanum versris Commissioner of Income-tax, Bengal (II, Sriniva- 
san Tax Cases, page 99) ; this Full Bench decision was followed 
by the Patna ffigh Court in Case No. 47 of 1926, Maharajadhiraj- 
of Darbanga versus Commissioner of Income-tax, B. & 0., (III,- 
Srinivasan Tax Cases, page 158) and again maintained (by way of 
obiter dictum) in the High Court’s subsidiary decision in the- 
Reference case, already quoted, of Raja Probhat Chandra Barua. 

The main judgment in the Reference (which was upheld by 
the Privy Council) dealt, not with the question .of v/hat is exempt 
under the Act as agricultural income but with the question whether 
non-agricultural income from permanently settled land is exempt 
under the Settlement, and answered that question in the negative. 

Again in the Patna High Court Case No. 74 of 1919, in the- 
matter of Bhikanpur Sugar Concern (I, Srinivasan Tax Cases^ 
page 29) and in the Bengal High Court Case No. 83 of 1920,. 


Killing Valley Tea Company, Limited versus Secretary of State 
for India (I, Srinivasan Tax Cases, page 54), it has been held that 
the profits of sugar factories and profits derived from the manu- 
facture of tea as a marketable commodity from the green leaves 
me liable to assessment. 

3. Definition of “ assessee.” [^Section 2 (2).] — “ Assessee 
is defined to mean a person by whom income-tax is payable. 
Income-tax includes super-tax which is defined in section 55 to be 
“ an additional duty of income-tax.” Under section 3 {39) of the 
General Clauses Act, the word “ person ” includes any company or 
association or body of individuals whether incorporated or not. 

The charging sections (sections 3 and 55) lay down who the 
persons and associations are who are liable to income-tax and 
super-tax. Income-tax is payable under section 3 by every indi- 
vidual, Hindu undivided family, compan}’’, firm and other associa- 
tion of individuals, and super-tax under section 55 is payable by 
every individual, Hindu undivided family, company, unregistered 
firm or other association of individuals not being a registered firm. 
VTiile both income-tax and super-tax, therefore, are payable by 
eveiy individual, Hindu undivided family, company and other 
association of individuals not being a firm, there is a distinction 
in the case of firms. All firms whether registered or unregistered 
(see paragraph 10) are liable to pay income-tax but while unregis- 
tered firms are liable to pay super-tax, registered firms are not. 
The income of registered firms is liable to super-tax in the hands 
of the individual partners of the registered firm. Co-operative 
Societies, Clubs (not being companies) and Chambers of Commerce 
are examples of “ association of individuals.” 

Private provident frmds of companies and firms should not be 
assessed to income-tax as “ other associations of individuals,” 
otherwise than by deduction at the source upon their income from 
investments and should not be charged to super-tax at all. They 
are also eligible for refund of tax under Section 48 if they comply 
with the provisions of that section. 

4. Definition of “ company ”. {^Section 2 (d).] — This defini- 
tion includes all companies constituted in the Dominions of the. 
Crown, while the latter part of the definition is confined to such 
foreign associations as the Central Board of Revenue may desire 
to treat as companies for the purposes of the Act. The object of 
this latter part is to include associations such as the French Societes 
Anonymes which, though incorporate bodies, have many charac- 
teristics in common with the companies recognised by our law, if 
the Central Board of Revenue thinks that they should be treated 
as companies for the purposes of the Act. 

5. Trading operations of Indian States and Dominion Govern- 
ments. — Any trade or business in British India carried on by the 
Governments of Indian States or of any part of the British Empire, 
other than the Government of India or a Local Government, and 
the properly occupied and goods owned in British India for the 
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jHirpose of such business are, under ihe provisions of the Govern- 
ment Trading Taxation Act (III of 1926), liable to taxation under 
the Indian Income-tax Act in ihe same manner ami to llie same 
extent as in a like case a company Avould be. Before attempting 
to assess the income of such Government, ihe Income-tax Officer 
should serve a notice under section 2 {12) {h) of the Indian Income- 
tax Act upon some representative of tlie said Government in British , 
India declaring his intention of treating such representative as the 
pi'incipal officer of sucli Government. 

6. Definition of “ previons year.” ifSection 2 {ll ).^ — Under 
section 3 of the Act, assessable income is to bo computed ■with re- 
ference to a fixed period which is known as the “ previous year 
Tliis fixed accounting period, the income, profits aiid gains of which 
alone are taken into consideration in making an assessment, is 
treated as isolated, without any consideration of what went before 
or what came after. The definition of the phrase “ previous year ” 
in the Act of 1918 restricted the accounting period to a period of 12 
calendar months. The period of 12 calendar months was the period 
ending on the 31st day of March next preceding the year for which 
the assessment was to be made, but the assessee was given an 
option of adopting a year of .12 calendar jnonths ending on a 
date otlier than the 31st of March, if that was the date up to which 
his accounts were made up. This gave rise to difficidties in the 
case of certain communities, who.se commercial year is not neces- 
sarily a calendar 3'ear, but is a period which, expressed in calendar 
months, varies from year to year, and in one year may be .slightly 
over and in another slightly under 12 months. Again, under the 
definition in the Act of 1918, any year which was adopted in place 
of the financial year had to terminate at .some period within the 
previous financial year, and as there are juimerous cases where the 
commercial year terminates in the month of April, the returns 
and accounts on which the assessment was based in such cases 
related to a period more than 12 months prior to the date of assess- 
ment. "While the definition of the phrase in the Act of 1918 has 
been repeated practically -without alteration in clause (o) of this 
sub-section, clause (h) is a new provision providing for the difficul- 
ties referred to above. Under this clause the Central Board of 
Eevenue or the Commissioner of Income-tax in a pi'ovince. if autho- 
rised by the Central Board of Bevenue. mav determine as the 
previous year” a commercial year whirh may be slightly over 
or .slightly under 12 months, and which may toi’minate on a date 
subsequent to the end of the previous financial year. The Central 
Board of Revenue has authorised the Commissioner of Income-tax 
in each province to determine as the previous year ” in the case 
of any person, business or company, or class of persons, business or ' 
compan-\7. 

(a) a commercial year ■which may consist of more or less than 
12 months, provided that no commercial venr which may 
extend to less than 11 or more than 13 calendar months 
in any one year shall he so determined ; and 



(&) a commercial year terminating after the end of the previous 
financial year^ provided that no commercial year ter- 
minating later than one month after the end of the pre- 
vious financial year, shall be so determined. 

Where the Commissioner desires that a ‘ ‘ previous year ’ ’ should be 
recognised which does not come within his powers of sanction as 
stated above, he must obtain the orders of the Central Board of 
Revenue. 

Income-tax Officers are, therefore, debarred from treating as a 
previous year ” anj’- period which does not come within the 
definition in clause (o) unless such “ previous year ” has been sanc- 
tioned either by the Income-tax Commissioner or the Central Board 
of Revenue. 

Under the proviso to clause (a) an assessee who has, after the 
31st March 1922, once exercised the option of selecting as his 
“ previous year ” a year terminating on a date other than the 31st 
day of March within the previous financial year, may not again 
exercise that option except with the consent of the Income-tax 
Officer, and upon such conditions as he may think fit. Income-tax 
Officers in dealing with such cases, and Commissioners in dealing 
with cases under sub-clause (&), should take steps to secure that 
the changing over from one previous year to another shall not 
result in any loss of revenue, for example, where the period inter- 
vening between one accounting period and another exceeds one 
year, by getting a loss in one part of the period set ofi against 
income in anotlier part. The convenience of an assessee in this 
matter must be studied so far as possible, as it is desirable that 
the accounting period for income-tax purposes should be the same 
as the accounting period according to which an assessee makes up 
his accounts for the purposes of his business, but in the actual 
year of change conditions should be laid down sufficient to secure 
that the substitution of one year for another shall not result in 
any profits of an assessee escaping assessment. 

If an assesSee closes his accounts on different dates for different 
businesses or different sections of the same business, or different 
sources of income, his income should be calculated separately for 
each business, section of business or source, according to the account- 
ing year adopted for it and the aggregate of the incomes tlius 
computed should be treated as the income of the previous year. 
Each of the years of which the income is thus added together 
must, of course, satisfy the definition of ‘ previous year ’ in sec- 
tioa 2 {11) of the Act with reference to the same year of assessment. 

Where an assessee is allowed to change his accounting period, 
the following instructions should be followed in assessing the in- 
come of- the period intervening between the end of the last period 
of a year taken for assessment purposes in accordance with the 
assessee’s previous accounting period, and the beginning of the 
first period of a year according to his new accounting period: — 

If the intervening period between the last full year under the 
old system and the first full year under the new system is less than 
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a tlie Income-tax Officer sliould stipulate, before agreeing 

to the change of the accounting period, that the assessee should 
submit to an assessment being made on the income of the interven- 
ing period and the income of the first year according to the new 
accounting period taken together, and that the rate of tax to be 
api^lied to the aggregate income of the first ne'w year and the broken 
period taken together should be the rate applicable to a total income 

arrived at by applying the formula — to the aggregate in- 
come mentioned, X being the number of months in the broken 
period. If the intervening period is more than one year, the 
assessment will be made on similar principles, but without adding 
the first 3’^ear under the new system to the intervening period; the 
formula will then be ^ . 

For example: a business has been assessed, for 1930-31, on a 
previous year running from 1st July 1928 to 30th June 1929; it 
asks for permission to change its accounting j'-ear to the calendar 
year; the Income-tax Officer will allow tliis on the condition tliat 
for 1931-32, the business shall be assessed on the total income of 
the period 1st July 1929 to 31st December 1930, at the rate appli- 
cable (iinder the Finance Act in force in 1931-32) to an income 

of the total income of the period 1st July 1929 to 31st Decem- 

• her 1930. 


Assessment to super-tax on the income of the intervening period 
should be luade as follows. In the first place, the formula already 

n A 1 A 
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or - . as the case may be) should be applied to 


the income. On the resulting income super-tax should be cal- 
culated in the ordinaiy way allowing the usual rebate of Ks. 30.000 
or Rs. 75,000, as the case may be. To the tax thus obtained, the 

formula or ^ , as the case may be, should then be applied 

and the result will be the tax leviable. 


If an assessee for some special reason closes his accounts on a 
particular occasion on a date different from — usually later than — 
that which he usually adopts, ordinary proportionate profits of 
12 months out of the (say) 14 or 15 months for which the accounts 
are closed should be taken for the current assessment, and the 
balance of profits for the remaining 2 or 3 months should be left 
over to be included in the next year’s assessment. In special cases, 
when the Income-tax Officer has reason to believe that the tempo- 
rary extension of the accounting period has been resorted to by the 
assessee with some ulterior motive, he may use the discretion given 
tu him by the proviso to section 13 of the Act. 

Wliere an Income-tax Officer grants permission to an assessee 
to change his accounting period, he should record the fact clearly 
in his assessment order, stating in detail the nature of the change 
p*3r*nitted, and the conditions on which permission is granted. 
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7. Definition of “ Princifol Officer”. \_Section 2 (12 ).'] — 
Income-tax Officers should treat as the “ Principal Officer ” of a 
local authority or company or other public body or association in 
the first instance the officials specified in clause (a) ; it is only in 
cases where the Income-tax Officer has no information regarding 
the persons who discharge the functions of the officers mentioned 
in clause (a) or where such persons cannot be found, that he should 
use the powers conferred by clause (&) of treating as the principal 
officer any other person connected with the company, public body 
or association. 

8. Meaning of the term “ local authority ”. — “ Local autho- 
rity ”, a phrase used in sections 2 (12), 4 (3) (in), 7 and 21, is 
defined in section 3 (28) of the General Clauses Act as 

“ a municipal committee, district board, body of port commissioners or other 
authority legally entitled to, or entrusted by the Government with the control 
or management of, a municipal or local fund.” 

9. Definition of “ pnhlic servant ”. [^Section 2 (13).] — This 
definition is of importance for the purposes of section 54 of the 
Act. The definition of the phrase in the Indian Penal Code con- 
tains the following ; — 

” The words ‘ public servant ’ denote a person falling tinder any of the- 
descriptions hereinafter following, namely: — 

Ninth. — Every officer whoso duty it is, as such officer, to tahe, receive, 
keep, or expend any property on behalf of Government, or to make any sur- 
vey, assessment or contract on behalf of Government, or to execute any 
revenue-process, or to investigate, or to report on any matter affecting the 
pecuniai-y interests of Government, or to make, authenticate or keep any 
document relating to the pecuniary interests of Government, or to prevent 
the infraction of any law for the protection of the pecuniary interests 
Government, and every officer in the service or pay of Government or 
remunerated by fees or commission for the performance of any public duty ; 

Tenth. — Every officer whose duty it is, as such officer, to take, receive, 
keep, or expend any property, to make any survey or assessment, or to levy 
any rate or tax for any secular common purpose of any village, town or 
district, or to mak'o, authenticate or keep any document for the ascertaining 
of the rights of the people of any village, town or district. 

Explanation 1 . — Persons falling under any of the above descriptions are 
public servants, whether appointed by the Government or not. 

Explanation 3 . — ^Wherever the words ‘ public servant ’ occur, they shall 
bo understood of every person who is in actual possession of the situation of 
a public servant, whatever legal defect there may bo in his right to hold that 
situation.” 

10. Registered and. Unregistered. Firms. [^Sections 2 (14) and 
(16), 14 (2) (h) and 26-A.] — Rules 2 to 6 prescribe the method of 
registering a firm. A firm to be registered must be constituted 
under an instrument of partnership which definitely specifies the 
individual shares of the partners in the profits of the firm. The deed 
of partnership to be registered both for purposes of assessment to in- 
come-tax and super-tax is that in force in the year in which the- 
assessment is made. An application for registration may be made 
at any time before the assessment of the income of the film is made- 
hut it is desirable that the application should accompany the return 
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under section 22 (2) oi the Act. If an application is made after 
the assessment of the firm, it should he returned to the person 
presenting' it as out of time. Even if such an application is ac- 
cepted it can have no effect on the assessment for that year. Tide 
decision in the Allahabad High Court Case Ho. 223 ot 1923, in 
the matter of Lallamal Hardeo Dass Cotton Spinning Hill Corn- 
pan}^ of Hathras (I, Srinivasan Tax Cases, page 2GG). The vords 
no part of the income of the firm huvS been assessed ” in rule 2 (b) 
refer to cases in ■which the ■whole of the income of the person in 
question had escaped the attention of the Income-tax Jlepariment 
altogether until proceedings were started under section 34. J’hey 
do not appl}" to a case in which proceedings have been tahen under 
section 23 in respect of the income of anj" person and owing to that 
person’s concealing part of his income he has been declared not 
liable to tax. Here and ■wherever else in the Act or Buies there is 
nothing repugnant in the context the words “ assess ’’ and ‘‘ assess- 
ment " evidently refer to the process of determining the amount 
of profit or loss made by a jierson in the previous year and not to 
the process of levying tax or declaring that no tax is payable 
which as section 23 sliows is a process distinct from and subsequent 
to assessment although the word “ assessee ” is defined in sub- 
section 2 of section 2 as a penson by whom tax is payable. The 
distinction between a registered and unregistered firm for the 
purposes of this Act is; — 

(1) Income-ta.v is assessed upon the profits of a registered finn 
at the maximum rate whatever the amount of the profits of the 
registered firm raa^f be (see Finance Act); and a member of such a 
registered firm, on satisf-^dng the Income-tax Officer that such maxi- 
mum rate is higher than the rate applicable to his “ total income,” 
ina}' get a refund on his share of those profits calculated at the 
difference between the two rales [see section 48 (2)], such share 
of the profits being included in the “ total income ” of such mem- 
ber for the purpose of determiinbig the rate applicable [see section 
16 (I)]. In the case of an 'unregistered firm income-ta,r is levied 
on the income of the firm at a rate graded according to the profits 
of the firm as if it were an individual fsee Finance Act); a member 
of such a firm is not entitled to any refund, but Ins share of the 
profits of the firm is included in bis “ total income ” for the purpose 
of determininc: the rate at which be shall pay iucoine-tax on any 
other income [see section 16 (I)] . ' , " 

The profit^; of a '•■egisfered firm are liable to tax at the maximum 
rate e^-eiv if they are less than Bs. 1.000, while an 'unregistered 
firm is not liable to income-tax if its profits in any one ^^ear are less 
than Bs. 1,000. But whore the profits of au unregistered firm are 
not assessed to iimoine-tax, they are liable to tax in the bands of 
the individual members of the firm, that is, they are included in 
the assessable income of the individual member [see Finance Act 
•and section 14 (2) (?>)] ; 

(2) A registered firm is not liable 'to supcr-ta.r, the share of in- 
■dividual members in the profits of such a firm being included in. 
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the income of eacli individual member for tbe purposes of super-tax. 
An unregistered firm is, -liowever, liable to super-tax (like an 
individual) on that amount of tbe profits of tbe firm wbicb is in 
excess of lls. 50,000 (see Ifinance Act and section 55 of tbe In- 
come-tax Act). Super-tax is not payable by an individual having 
a share in an unregistered firm in respect of the profits of tbe 
unregistered firm, except, in cases where ‘the profits of tbe unregis- 
tered firm have not been assessed to super-tax (see section 55 proviso). 

It has been held that under tbe Indian Contract Act, 1872 (IX 
of 1872), a minor cannot become a partner in a firm. But he 
may be admitted to tbe benefits of partnership in a firm, with tbe 
consent of all the partners for tbe time being. A minor who pur- 
ports to be a partner in a firm should be treated exactly like a 
minor who' has been admitted to tbe benefits of partnership in a 
firm. A minor who has been admitted to tbe benefits of a partner- 
ship has a right to such share in the property and the profits of 
the firm as maj'- be agreed upon — not between him and the part- 
ners, for he cannot be a party to a contract but between the partners ; 
and his share in the property of the firm is liable for the acts of 
the firm, but he is not personally liable. Provided that there are 
at least two persons competent to contract among the members of 
the firm, the fact that there is also a minor who purports to be a 
ihember of the firm, or who has been admitted to the benefits of 
partnership in the firm does not justify the Income-tax OfBcer in 
refusing to register the firm. In such cases the minor has an as- 
certainable share in the property and the profits of the firm. His 
■ share cannot be “ ignored ”, or attributed to the other partners. 
The application to his share in the profits of the firm of the pro- 
visions of sub-section (2) (6) of section 14, and sub-section (1) oi 
section 16 presents no difficulties, whether the firm is registered oi 
not. Since a minor cannot have the status of member of a regis- 
tered firm for the purposes of suh-section {2) of section 48, no 
claim can be made on his behalf to any refund under that section 
in respect of his share of the profits of a registered firm. Similarly, 
no claim can be put forward on behalf of the minor to any set off 
tmder sub-section (2) of section 24 in respect of his share in loss 
sustained by a firm, 

11 . Definition of “ total income ”. \^Section 2 (7^).] — The 
phrase “ total income ” is used in sections 3, 15 (<5), 16 (7), 17, 
22 (7) and (2), 23 (7) and (3), 48, 55 and 56. The necessity for the 
definition and for the use of the phrase is due to the fact that, as 
stated in paragraph 3, tax is payable not only by individuals but 
also by firms, companies, .Hindu undivided families and other asso- 
ciations of individuals ; that is the Act provides for taxation at the 
source in certain cases and for taxation in the hands of the indivi- 
dual recipient in others. Wliether, however, tax is deducted at the 
source or in the hands of the individual recipient, it is the total 
income of the individual recinient from all sources to which the 
Act applies that determines his liability to income-tax (that is, 
whether his total income amounts to Es. 1,000), and the rate at 
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Tvliicli lie las to pay income-tax on tie wlole of lis income. Tie 
solitary exception is in tie case of Hindu^nnclivided families, income 
from wlicl [nnder section 14 (1) read "witl section 16 (2) of tie 
A.ct] is not included in tie total income of tie individual recipient. 
Again, tlere are certain classes or portions of income sucl as tie 
amounts deducted from salaries under tie proviso to section 7 (2), 
contributions to a recognised provident fund exempt under section 
58-1' (2), tie sums paid on account of insurance premia under 
section 15, securities issued income-tax free by tie Government of 
India or by local Governments under tie provisos to section 8, on 
■wlicl income-tax is not payable, but all sucl sums are included 
in tie total income of tie assessee for tie purpose of determin- 
ing lis liability to income-tax and tie appropriate rate at ulicl 
tie tax slall be levied. Tlere is, lowever, no taxation at tie 
source in tie case of super-tax, nor are tlere any portions of income 
(otler than income derived from a Hindu undivided family by a 
member or from an unregistered firm in tie special case mentioned 
in tie proviso to section 55) tvlicl are exempted from payment of 
super-tax and it is upon tie total income that super-tax is charge- 
able in tie lands of tie individual. 

12 . Graduation of income-tar. [Section 3 .) — Tie Income-tax 
Act deals merely with tie basis, tie methods and tie machinery of 
assessment, and does not contain, as tie previous Acts did, schedules 
specifying tie rates at which income-tax slall be charged. Tle^e 
rates are determined by the Finance Act which is passed annually 
by the Central Legislature. The rates prescribed by tie current 
Finance Act will be found at tie end of Part T of this ISIanual. 
Tie same remarks apply to super-tax (see section 55 of tie Act). 

13. Definition of “ Income ”. [Section 3 .) — Section 3 of tie 
Act of 1918 provided that the’ Act should apply to “income”. 
Hifficxilties were experienced in reyard to tie assessment of business 
profits owing to a High Court ruling that tie word “ income ” in 
that section meant income actually or constriictively received and 
that tie use of tie word in that sense in the said section restricted 
and limited any interpretation to be placed upon tie following 
•sections of tie Act which specified tie different classes of income 
liable to tie tax. This interpretation would, if strictly followed, 
lave caused considerable inconvenience in assessing business profits 
to those assessees who keep their accounts not on the basis of sums 
actually received and sums actually paid out but on tie principles 
of mercantile accountancy, by tie preparation of a profit and loss 
account and tie comparison of tie value of the stock in land at 
the beginning and at end of each year, since sucl assessees would 
lave been required to recast the whole of their accounts on a cash 
basis for income-tax returns. There were other directions also in 
which so strict an adherence to the interpretation placed on the 
word “ income ” would lave caused diflS.culties. For this reason 
the phraseology in section 3 and in other sections of the present 
Act las been re--worded. The plan adopted las been not to attempt 
a general covering definition of “ income ”, but to prescribe that 
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d;lie tax shall be chargeable not upon ” income ” (whether “ in- 
-come ” be deemed to mean actual receipts and expenditure or any 
■other general d,efinition) but in respect of “ all income, profits or 
gains ” as set out and defined in section 4 and sections 6 to 12 of the 
jict. If there is any class of income that does not fall within the 
words that impose the charge in those sections, that class of income 
is not within the scope of the tax. 

For the method of accounting to be adopted in computing 

income, profits or gains, see paragraph 37. 

14 . Accounting period to he adopted for determining assessable 
iincome. {Section 3.) — Under the Act of 1918 tax at the rates 
V fixed for any year was levied on the income of that year, A provi- 
•sional assessment was first made on the income of the preceding 
jear and this assessment was subsequently adjusted and corrected 
when the income of the year in which the provisional assessment 
was made was ascertained. This system has now been abolished 
•in the present Act which provides for the tax at the rates sanctioned 
ior any year being assessed finally on the income, profits and gains 
■ of the “ previous year ” (see paragraph 6) and for the abolition 
•of the adjustment system except in the cases specially provided 
for in section 25. The exceptions to the general rule that assess- 
•ments are made finally on the profits of the previous year are con- 
tained in this section. Under the first two sub-sections of sec- 
tion 25, in order to guard against a possible loss of revenue owing 
to delay in making assessments on the profits of businesses that close 
down during the course of a financial or commercial year, it is 
provided that in such cases, in addition to the assessment on the 
income of the previous year, a further assessment may be made in 
the .year in which a business, profession or vocation is closed down 
-on the income of that year. This is merely a discretionary and 
not an obligatory method of assessment to be adopted in exceptional 
•cases where delay in making the assessment might lead to a loss of 
-revenue. 

The other class of cases provided for in sub-section (3) of section 
25 is confined to those particular businesses, professions or vocations 
on which tax had been charged under the provisions of the Act 
of 1918, Since the abolition of the adjustment system meant that 
In the case of those particular business the tax would, had no 
■special provision been made, have to be paid on the profits of one 
year more than under the system in force under the Act of 1918, 
it is specially provided that in the year in which such businesses, 
•professions or vocations close 'down, the adjustment provided for 
in the Act of 1918 shall be made. 

15 . When income earned outside British India is taxable. 
\Section 4 (7).’] — The Act applies to all income from whatever 
source it is derived if it accrues or arises or is received in British 
Tndia, or is, under the provisions of the Act, deemed to accrue or 
arise or to be received in British India. -The tax is, therefore, 
rpayable on all income arising or accruing in British India whether 
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tlie recipient resides in Britisli India or not [see Madras High Court 
Case No. 4 of 1921, Chief Commissioner of Income-tax, Madras, 
versus Bhanjee Bamjee & Company (I, Srinivasan Tax Cases, page 
147)]. The tax is also payable in respect of income received in 
British India irrespective of whether it accrued or arose within or 
witliout British India. Tax is also payable in respect of income 
which is “ deemed under the provisions of this Act to accrue or 
arise or to be received in Britisli India ”. The particular cases 
where income is “ deemed under the Act to accrue or ai’ise or to 
be received in Briiish India ” are specified in section 4 (2), section 
7 (2). section 11 (<5), and section 42. 

Section 4 (2) was inserted in the present Act owing to the tax 
liaving previously been evaded in the case of income accruing or 
arising out of British India and received in British India by bring- 
ing in the said income at intervals and claiming that as such income 
was not received in Briti.sh India in the year in wliich it aro.se nr 
accrued out of British India, it was, wlien brought into British 
India, not income but accumulated profits or savings or capital. 
The sub-section is restricted in its application to the case of hiisi7irss 
profits or gains and provides with respect to such profits or gains 
that they shall be deemed to be profits jind gains of the year in 
which they are received or bioughf into British India notwitli- 
standing that they did not accrue or arise in that year, provided 
that they are so received or brought in witliin three years of the 
end of ihe yeai in which they accuieil or arose. Tlie provision 
relates, of course, merely to income, profits or gains, and not to 
the importation of capital ; it provides for the inclusion in the 
assessable income, profits or gains of the year in which it was 
received or brought info British India, of business profits or gains 
accruing or arising within tlie jircvious tliree years which would, 
apart from tlie provisions of this sub-section, have been taxable 
had they been brought into British India in the 3 'ear in which thev 
arose or accrued, 

A person resident in British India carrying on and controlling 
a business abroad is not, therefore, liable to tax on the profits of 
the business abroad unless and until such profits are received or 
brought by him into British India, and when so brought or received 
he is onh' liable to tax on the profits of the last three years, but 
the profits of those three r'ears are included in his taxable income 
of the 3 'ear of receipt. 

In the Madras High Court Case No. 4 of 1919, Board of 
Bevenue. Madras, versus Bamanadhan Chett}' (T, Srinivasan Tax 
Cases, page 37), it has been held that profits derived from business, 
carried on outside British India hr- persons resident in British 
India .are not liable to assessment under the Act if the profits are- 
not remitted to British India. The assessee in this case who 
resided in British India was a proprietor of a money-lending busi- 
ness carried on b}’ his agents in various places outside British India. 
The onl}’ part taken b 3 ' the proprietor in the business was to- 
acquaint himself with the state of business abroad and occasion- 
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.ally to issue general instructions, and it was not disputed that none 
of the income accruing abroad had ever been transmitted to him 
in India. 

In the Bengal High Court Case No. 5G of 1921, Bengal Nagpur 
Eailway Com 2 )any, Ltd., versus Secretarj- of State for India (I, 
Srinivasan Tax Cases, page 178), it has been held that the Bengal 
Nagpur Railwa}’- Companj’’ is not liable to pa 3 ’ tax on the interest 
guaranteed by the Secretary of State. This ruling should be 
followed in the case of all Eailway companies where the interest 
is guaranteed b}* the Secretary of State and is paid in England 
only. It does not applj"^ to cases where the interest is guaranteed 
by an authority other than the Secretary of State or is paid in 
India. 

Eor the special case of tax on interest on sterling securities see 
paragraph IG. 

16. Is mtercst on the sterling securities of the Government of 
India or on the sterling securities issued by English companies 
•carrying on business in British India liable to Indian income-tax? 

■ — TtEiere such interest is received b}’- the debenture or security 
’liolder in British India, it is clearly liable to Indian income-tax 
•under section 4 {!) ; where, Eowever, it is not received in Britisli 
India, the tax will only be payable under the terms of the same 
section if the interest can be held to accrue or arise there. “ Accrue 
or arise ” as used in this connection are general words descriptive 
of a right to receive, and in this view the relevant portion of 
section 4 (1) of the Act may be paraphrased bj" stating that the 
income to which the Act applies is income received in British 
India or income which there is a right to receive in British India. 
If this test is applied, interest on the sterling securities of the 
•Government of India, if not received in British India, will not be 
chargeable with Indian income-tax; and similarly the interest on 
sterling debent'ures issued b^"" companies will not be chargeable if, 
as is usually the case, there is a right to receive it in England. 
Eor the purpose of the test it is immaterial in what currency the 
security or loan and its interest is expressed, and consequently the 
same principle is also applicable in determining the liability to 
Indian income-tax of the interest on foreign (other than sterling) 
debentures. On the other hand, interest on promissory notes of the 
Government of India enfaced for payment in England is liable to 
Indian income-tax, since here the right to receive paj’-ment of 
interest is a right to receive it in India, and the concession by 
which Government paper can be enfaced for paj’-ment of interest 
in London does not constitute any pari of the. actual contract 
■entered into by Government. 

17. Exemptions — Incomes excluded from ” total income ”. — In 
addition to the exemptions mentioned in section 4 (3), the follo-ning 
further exemptions have been made by the Governor General in 
Gouncil in exercise of the powers conferred by section 60 of the 
Act. 
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“ Tlie following’ classes of income shall be exempt from tbe tax^ 
payable under tbe said Act and tbey shall not be taken into account- 
in determining tbe total income of an assessee for tbe purposes of> 
tbe said Act : — 

(1) Tbe official allowance which an agent of a Prince or State- 
in India, who has been duly accredited to represent tbe Prince or 
State for political purposes in any place within tbe limits of British* 
India, receives as such agent in British India from tbe Prince or 
State; and tbe official salaries and fees which a Consul-General, 
Consul, Vice-Consul or Consular Agent of a foreign State, ’whether 
‘ de carrier ’ or not, and whether a British or a foreign subject,^ or- 
a representative or consular employee of a foreign State, not being 
a British subject, receives in India from such foreign State in bis 
capacity of Consul-General, Consul, Vice-Consul or Consular Agent, 
representative or consular employee. 

(Tbe latter portion of this exemption applies only to salaries- 
and fees received from their Governments and not to any other 
income, profits or gains, accruing or arising to them or received ' 
by them in British India.) 

(1-A) Sums paid in pursuance of Article 3 of tbe agreement i 
dated the 17tb August 1825 between tbe British Government and ’ 
tbe King of Oudb. 

(1-B) Income derived from tbe Bua tax defined in clause (c) ofl 
section 2 of tbe Teri Dues Regulation, 1902. 

(2) Tbe salarj'’ and allowances paid by a State in India during- 
tbe period of deputation to any person deputed by tbe State for’ 
training in British India. 

(3) Scholarships granted to meet tbe cost of education. 

(4) Such portion of the income of a member of His Majesty’s^ 
Kaval, Military or Air Forces, British or Indian, or of tbe Royal’ 
Indian Marine as is compulsorily deducted from bis salary by tbe- 
orders, or with tbe approval of Government for payment to a mess,, 
wine or band fund. 

(5) Tbe allowances attached to — 

Tbe Victoria Cross. 

Tbe Military Cross. , 

Tbe Order of British India. 

Tbe Indian Order of Merit. 

Tbe King’s Police Medal. 

Tbe Indian Police Medal. 

(5- A) The interest on Government securities held by, or on be- 
half of, Ruling Chiefs and Princes of Indian as their private- 
property. 

(6) ‘ Jangi Inams ’ awarded to Indian officers, Indian other- 
ranks and followers in respect of services in tbe Great War. 

(7) Tbe yield of Post Office cash certificates. 



(8) The interest on deposits in the Post Office Savings Bank. 

(9) The income of a Bniversitj’’ or other edncational institu- 
tion existing solely for educational purposes and not for purposes 
of profit. 

(10) The salary of His Majesty’s Trade Commissioners in 
India. 

(11) The salary of the Canadian Trade Commissioner in India 
at Calcutta. 

(12) The salary of the Trade Commissioner in India of the 
United States of America, and of any members of his stafi who are 
citizens of the U. S. A. and have been detailed for duty with the 
said Trade Commissioner by the Government of the said States. 

(13) The salaries of the correspondent of the International 
Labour Office, New Delhi, and his staff. 

(13-A) The salaries of the Organiser and Manager of the 
Branch Office of the League of Nations, Bombay, and his staff. 

(14) The gratuities which are granted to officers and others in 
respect of wounds or injuries received either in action or in the 
performance of duty otherwise than in action in His Majesty’s 
Naval, Military or Air Forces, British or Indian, or in the Auxili- 
ary Force, India, or in the Indian Territorial Force or in the 
Boyal Indian Marine. 

(15) The gratuities which are granted to the widows, children 
or other relatives of officers and others who are killed in action or 
suffer violent death due directly or wholly to war service, or are 
killed or die of injuries sustained on flying duty or while being 
carried on duty in air craft under proper authority or die within 
seven years from wounds or injuries so received. 

(16) Retiring gratuities with increments thereto granted under 
the rules framed by the Secretary of State in Council in pursuance 
of the Royal Warrant, dated the 25th April 1922. 

(17) Gratuities sanctioned under Army Instruction (India), 
No. 223, dated the 21st March, 1922, for regular Royal Engineer 
Officers on the Indian establishment belonging to the Survey or 
Railway Department and regular Indian Army Officers of the 
Survey Department. 

(18) Gratuities granted to Assistant Surgeons of the Indian 
Medical Department in Military employment declared surplus to 
establishment under Army Instruction (India), No. 516 of 1924. 

(19) Gratuities which are granted by the Railway Board or 
under general orders issued by the Railway Board to employes 
on their retirement or discharge from service or, in the event of 
their death while in service, to their widows or children or other 
members of their families. 

(20) Extraordinary gratuities which are granted by Government 
or by Railway Administrations to Government or railway servants 
(or to their widows, children or other representatives, as the case 
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may be) are injured or killed in the execution of tlieir duties 
or who Buifer injury or death, owing to devotion to duty. 

(20-A) Gratuities granted to the staff of the Indo-European 
Telegraph Department in pursuance of dhe Eesolution of the Secre- 
tary of State for India in Council dated the 24th June, 1930. 

(20-33) Gratuities granted under paragraph G of ffirmy Instruc- 
tion (India), No. 103, dated the 9lh September, 1930. 

(21) The allowance or salary paid in the United Kingdom to 
officers of Government on leave or duty in that country -whether 
such allowance or salary is paid in sterling in the United Kingdom 
or by means of negotiable rupee drafts on a bank in India. 

(22) The leave allowance or salary drawn from any Colonial 
Treasury by officers of Governments on leave or duty in the Colony. 

(23) Leave salaries or leave allowances paid in the United 
Kingdom or in a Colony, to officers of local authorities, or to the 
employes of Companies, or of private employers on leave in the 
United Kingdom or in such Colony. 

(24) Yacation salaries paid in the United Kingdom or in a 
Colony to Judges of High Coiirts or of Chief Courts, to Judicial 

'Commissioners, or to other oflicei’s of Government, when on vaca- 
tion therein.' 

(25) The pensions of oiBcers of Government residing out of 
India drawn from any Colonial Treasury or paid in the United 
Kingdom, whether such pensions are paid in sterling or by means 
of negotiable rupee drafts on a bank in India. 

(26) The salaries of the light house keepers of light hoiisos in 
the Red Sea. 

(27) The pensions paid in the United Kingdom or in a Colony 
to officers of local authorities or emploj^es of companies or of 
private employers, such officers or eraplcjms being resident o\it of 
India. 

(281 The interest on Mysore D\irbar Securities. 

(29) Pensions granted to officers of His Majesty’s Naval. Mili- 
tary or Air Forces, British or Indian, or of the Auxiliary Force, 
India, or of the Indian Territorial Force, or of the Royal Indian 
Marine or to members of the Indian Police Forces, in respect of 
woxinds or injuries received in action or in the performance of 
their duties as members of such forces otherwise than in action. 

(•‘)0) Pensions granted to members of His Majesty’s Naval, 
^Military or Air Iforces, British or Indian, or of tbe"^ Auxiliary 
Force, India, or of the Indian Territorial Force, or of the Royal 
Indian Marine, who have been invalided from service with siich 
forces on account of bodily disability attributable to, or aggravated 
by, such service. 

(31) Yalue of rations issued in kind or money allowances paid 
in lieu thereof, to any officer or other rank in His Majesty’s Naval, 
Military or Air Forces, British or Indian, or in the "Auxiliary 



Force, India, or in tlie Indian Territorial Force, or in tlie Royal 
Indian Marine. 

(32) Value of rent-free quarters occupied by, or money allow- 
ance paid in lieu thereof to, Indian officers, British Warrant and 
non-commissioned officers and men of His Majesty’s Military or 
Air Forces, and British and Indian Warrant officers of His 
Majesty’s Haral and Marine Forces; in all cases irrespective of 
whether the individual concerned is married or single. 

(33) Conservancy allowance granted in lieu of free conservancy 
to non-departmental Warrant and non-commissioned officers of the 
Indian Unattached List, departmental non-commissioned officers of 
the India Unattached List not in receipt of consolidated rates 
of pay and Warrant and non-commissioned officers of the perma- 
nent staff of the Auxiliary and Territorial Forces. 

(34) The value of the free education provided for the children 
of British Warrant and non-commissioned officers and any grants- 
in-aid made to British Warrant and non-commissioned officers in 
Hen of the provision of free education for their children. 

,'(35) The income of persons, other than persons in the service 
of the Government, residing in the district of Angul. 

(36) The perquisite represented by the right of any of the' 
officers specified in the annexed list to occupy free of rent as a 
place of residence anj’" premises provided by Government. 

List of officers. 

The Governor General. 

The Commander-in-Chief. 

The Governor of a Governor’s Province. 

The North-West Frontier Province. 

The Chief Commissioner of any of the following Provinces, 
namely : — 

British Baluchistan, 

Delhi, 

A jmer-Merwara , 

Coorg, 

and the Andaman and Nicobar Islands; and 
any first class Resident in the Political Department. 

(37) Such part of income in respect of which tax is payable- 
under the head Property ” as is equal to the amount of rent 
payable but not paid by a tenant of the assessee, where — 

(a) the tenancy is hond fide; 

(b) the defaulting tenant has vacated, or steps have been taken 

to compel him to vacate the property; 

(c) the defaulting tenant is not in occupation of other property 

of the assessee; and 
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[d) tlie assesses lias taken all reasonable steps to institute legal 
proceedings for tbe recovery of the unpaid rent. 

(38) Tbe lump grants made by Government to tlie Indian 
'Cburcli — 

(1) for tbe provision of episcopal supervision and ministra- 

tions ; 

(2) for tbe payment of allowances to clergymen entertained in 

lieu of Chaplaincies reduced; and 

(3) in lieu of tbe granls-in-aid at present given for tbe enter- 

tainment of clergymen of tbe Additional Clergy Society 
under Articles 602 and 603 of tbe Civil Service Regu- 
lations. 

17-A. Exemptions — Incomes included in “ total income — 
'Tbe following classes of income shall be exempt fi’om tbe tax 
payable under the said Act, Init shall be taken into account in deter- 
mining tbe total income of an assessee for tbe purposes of tbe said 
Act : — 

(1) Tbe interest on Government securities purchased through 

tbe Post Office, and held in the custody of tbe Account- 
ant-General, Posts and Telegraphs. 

(2) Sums received by an assessee on account of salary, bonus, 

commission or other remuneration for services rendered, 
or in lieu of interest on money advanced, to a person for 
tbe purposes of bis business, 

where such sums have been paid out of, or determined 
with reference to, tbe profits of such business. 

and, by reason of such mode of payment or determina- 
tion, have not been allowed as a deduction but have been 
included in tbe profits of tbe business on which income- 
tax has been assessed and charged under the bead 
“ biisiness ” ; 

Provided that such sums shall not be exempt from the pay- 
ment of super-tax \inless they are paid to tbe assessee by 
a person other than a company and have already been 
assessed to super-tax. 

(3) Tbe profits of any Co-operative Society other than tbe 

Sanikatta Salt-owners’ Society in tbe Bombay Presidency 
for tbe time being registered under tbe Co-operative 
Societies Act, 1912 fll of 1912), tbe Bombay Co-opera- 
tive Societies Act, 1925 (Bombay Act VII of 1925), or 
tbe Burma Co-operative Societies Act, 1927 (Burma Act 
VI of 1927), or tbe dividends or other payments received 
by tbe members of any such Society on account of 
profits. 

Tbe exemption which extends both to income-tax and super-tax 
•applies only to “ profits ” in tbe strict sense of tbe word as used 
-in tbe Act and does not include “ income ” derived by Co-opera- 
-tive Societies from interest on securities or dividends. The Socie- 
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ties wiiose income liable to income-tax is not taxable at tbe maxi- 
mum rate or wbo have no income liable to tax sliould apply to tke 
Income-tax Officer concerned for tbe issue of exemption certificates 
authorising persons paying interest on securities not to deduct any 
tax at source or to deduct tax at a lower rate than tbe maximum, 
as tbe case may be. 

Where a Co-operative Society incurs a loss under any bead of 
income that has been exempted from tax by notification under 
section 60 (J) of tbe Act, such loss may be set off imder section 24 
against any income that is not so exempted. 

(4) Such part of tbe profits or gains of a firm which has dis- 
continued its business, profession or vocation as is pro- 
portionate to tbe share of an assessee in tbe firm at tbe 
time of such discontinuance, if income-tax has at any 
time been charged on such business, profession or voca- 
tion under tbe Indian Income-tax Act, 1918 (VII of 
1918), or if an assessment has been made on tbe firm in 
respect of such profits or gains under sub-section (I) of 
section 25 of tbe Indian Income-tax Act, 1922 (XI of 
1922). 

Tbe above exemption applies only to income-tax and not to 
super-tax. 

Apart from tbe particular cases mentioned in this paragraph, 
tbe incomes or portions of incomes exempted under section 4 of 
tbe Act and xinder tbe orders of tbe Governor General in Council 
under section 60 of tbe Act referred to in paragraph 17 are ,not 
only not subject to income-tax or super-tax, but they are also not 
to be taken into account in determining the rate of tax on other 
income; they are excluded from consideration altogether. 

17-B. Ea-eviptions — Indian Finance {Supplementary and Ex- 
tending) Act, 1931. — Tbe classes of persons specified in tbe schedule 
below are exempt,' under section 60 of tbe Act, — 

(а) from tbe operation of section 7 or section 8, of tbe Indian 

Finance (Supplementary and Extending) Act, 1931, in 
respect of income of tbe year 1930-31 or the year 1931-32 . 
chargeable under tbe bead “Salaries”; and 

(б) from tbe operation of section 7 or section 9, of tbe Indian 

Finance (Supplementary and Extending) Act, 1931, in 
respect of income of tbe year 1931-32 or the year 1932-33 
chargeable under tbe bead “ Salaries ”. 

SCHEDTOE. 

Classes of persons exempted. 

1. All persons in tbe service of tbe Crown in India (including 
persons for tbe time being on foreign service as defined in tbe 
Civil Service Begulations or tbe Fundamental Rules as tbe case 
may be) or bolding any office tbe emoluments of which are defrayed 
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from tlie revenues of India, vliose income of the year 1931-32 or 
the year 1932-33, as the case may he, chargeable under Ihe head 
“ Salaries ” is reduced — 

(а) under the operation of any law, rule, direction or order 

enacted or made for the purpose of effecting a tempo- 
rary reduction of pay as an incident in the measures 
undertaken to meet the existing financial emergency, or 

(б) as the result of a voluntary surrender made with a like 

intent and accepted b}' the appropriate authority. 

2. All servants of an eligible Railway Company, as defined in 
the Explanation hereto attached, whose income of the year 1931-32 
or the year 1932-33, as the case maj’- be, chargeable under the head 
“ Salaries ” is reduced — 

(a) under the operation of any order of the Railway Company 

effecting a temporary reduction of pay as an incident 
in the measures undertaken to meet the existing fiiion- 
,cial emergency, or 

(b) as the result of a vohiniary surrender made with a like 

intent and accepted by the Railway Company. 

Explanation. — The expression “ eligible Railway Company ” 
means a Railway Company which has satisfied the Governor Gene- 
ral in Council that it will pay to ihe Governor General in Council 
a sum ecpxal to the amount of the new or additional income-tax and 
super-tax which would have been payable by its servants under 
the operation of the aforesaid sections of the Indian Finance 
(Supplementary and Extending) Act, 1931, if the exemption here- 
in contained had not been granted by the Governor General in 
Council, 

17-C. Where, owing to the fact that the total income of an 
assessee has reached or exceeded a certain limit, he is liable to pay 
super-tax or to pay super-tax at a higher rate, the amount pay- 
able by him on account of income-tax and sxiper-tax shall, where 
necessary, be reduced so as not to exceed the aggregate of the 
following amounts, namely : — 

(a) the amount which would have been payable on account of 

income-tax and super-tax if his total income had been 
a sum less by one rupee than that limit, and 

(b) the amount by which his total income exceeds that sum. 

18. AUoxoances in assessing profits of raiheay or tramxvay hxfsi- 
ness. — The following modification has been made in respect of in- 
come-tax in favour of income derived from railway or tramway 
business (other than an electric tramway) : — 

An assessee deriving income from a railway or tramway busi- 
ness may at his option require that in computing the profits 
or gains of such business the following allowance shall be 
made in lieu of the allowances specified in clause (v), clause 
{vi) and clause (vii) of sub-section (2) of section 10 of the said 
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Actj namely, tlie actual espendilnre incurred bj’’ tlie assessed 
during the previous year on repairs, replacements and renewals 
of plant, machinery, buildings and furniture wbicb are tbe 
property of tbe assesses. 

Provided ibat an assesses wbo in any year bas exercised tbe 
option bereinbefore conferred shall not be entitled save witb 
tbe consent of tbe Commissioner of Income-tax to withdraw 
that option in anj’- subsequent year. 

Provided further that nothing in this notification shall apply 
to an electric tramway. 

19. TLxG'in'ption of income derived from 'property held under a 
religious or charitable trust. — Tinder section 4 (3) (f) income 

derived from property wbicb is held under a purely religious or 
charitable trust or under any other legal obligation that it should 
be utilised for religious or charitable purposes is exempt. Tbe 
word ‘ property ’ in this section does not bear tbe restricted mean- 
ing that it hears in section 9 of tbe Act but includes securities, a 
business, or share in a business. 

Section 4 (3) (i) exempts two categories of income. First, 
income from property wbicb is dedicated absolutely and secondly, 
in case of qualified dedication, so much of tbe income as is applied 
■or finally set apart for application to religious or charitable pur- 
poses. 

In tbe case of absolute dedication, i.e., where there is no out- 
standing secular interest reserved by tbe trust, tbe exemption is 
•complete. In tbe case of qualified dedication, tbe trust reserves 
a secular interest to beneficiaries, Sbebaits or heirs of tbe founder, 
etc. This secular interest is assessable to income-tax. Suppose 60 
per cent, is under tbe trust applicable to religious or charitable 
purposes and 40 per cent, distributable among tbe heirs of tbe 
settlor. Tbe 40 per cent, is assessable. Suppose also that only 
50 per cent, is actually applied or set apart for religious or charit- 
able purposes and tbe heirs or tbe Sbebaits misappropriate 10 per 
-cent. Tbe 10 per cent, is under tbe section also assessable. 

Tbe maintenance of a Sbebait may or may not come within tbe 
category of religious or charitable purpose. It depends on tbe cir- 
cumstances of tbe case. If, for instance, a dedication is absohxte 
and a small portion of tbe income is given to tbe Sbebait for bis 
remuneration for carrying out tbe tinsts of the endowment, it 
would not be secular. If, on tbe other band, a fixed sum is given 
to religious or charitable purposes and tbe residue of tbe income is 
given to tbe Sbebait for bis maintenance, tbe residxie would be 
held to be secular. 

Tbe test is whether a suit for partition lies for division of tbe 
residue. If it does, then tbe residue is secxilar and assessable. In 
such case, any portion of tbe dedicated, i.e., ordinarily exempted 
income wbicb may be misappropriated would also be assessable. 
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vSecliou 4 (5) {ii) similarly exempts tKe income of religions or 
charitable institutions •wbicli is derived from voluntary contribu- 
tions and is applicable solely to religious or charitable purposes. 

To secure exemption under clause (i) or clause (ii) of section 4 
(<9) the income of religious or charitable institutions and income 
derived from property held for religious or charitable purposes need 
not be actually spent on religious or charitable purposes in the year 
of receipt. It is siifficient if it is set aside for those purposes. 
In the case of mi.ved trusts, the income-tax authorities are required 
to enquire into the application of the income. AVhere property 
is held in part only for religious or charitable purposes a propor- 
tionate share of anj’- expenses incurred on management should be- 
comsidered as applied to those purposes. 

To remove doubts regarding the application of these two clauses, 
read with the definition of “ charitable purposes,” to universities- 
and other educational institutions the special exemption tinder 
section 60 of the Act mentioned in paragraph 17 [9) was made. 

Attention is also invited to the exemption mentioned in para- 
graph 17 (3) of scholarships granted to meet the cost of education 
in the hands of the recipients of the scholarships. 

20 . Exemptions of Provident Funds. [^Sectio?is 4 (3) (iv) and 
4 (3) (r)]. — Under section 4 (.3) (iv), the interest on securities held’ 
by Provident Funds to which the Provident Funds Act, 1897 
(now Act XIX of 1925), applies, is exempt from tax. Similarly 
under section 4 (3) (v), capital sums paid as accumulated balances 
at the credit of subscribers to s^ich funds are exempt from tax and 
are not included in computing their “ total income ”. The words- 
“ accumulated balance ” include not onlj’ contributions but alsO’ 
interest thereon. Under section 15 (1), contributions paid by a- 
subscriber to such funds are also exempt from income-tax to the 
extent mentioned in section 15 (3). Contributions by employers- 
to such funds stand on a totally different footing and are dealt 
with in paragraph 49. For special privileges for “ recognised ” 
provident funds see paragraph 20-A et seq 

The exemptions granted to Provident Insurance Societies which 
comply with the provisions of the Provident Insurance Societies - 
Act, 1912, or which have been exempted from its provisions, were- 
withdrawn by the Income-tax (Amendment) Act, 1924 (XI of 1924). 
Provident Insurance Societies to which the Provident Insurance- 
Societies Act applies, or which have been exempted from its provi- 
sions and which were in existence before 1st April 1924 will continue • 
to enjoy the exemptions under sections 4 (3) (iv) and (v) and sec- 
tion 15 (1) to which they were entitled under Act XI of 1922 before- 
it was amended by Act XI of 1924. These concessions cannot be- 
claimed by any other Provident Insurance Societies. 

A special exemption has been granted [see paragraph 17 (15)] 
in respect of gratuities paid out of Railway Provident Funds on the- 
retirement or death of the members. 
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20-A. Exemption of “ recognised ” Provident Funds. — ^Be- 
sides the Provident Funds mentioned in paragraph 20, Provident 
Funds maintained by employers [section 58-A (&)] vrhich conform 
to the conditions laid down in section 68-C of the Act inserted hy 
the Indian Income-tax (Provident Funds Relief) Act, 1929, enjoy 
certain privileges in respect of income-tax subject to certain con- 
ditions. The main conditions to which such Provident Funds must 
conform in order to secure these concessions are : — 

(1) that the funds shall be vested in two or more trustees or 

in the Official Trustee under an irrevocable trust; 

(2) that the employer shall not be entitled to recover any sum 

whatsoever from the Fund except where the employee 
is dismissed for misconduct or voluntarily leaves em- 
ployment without adequate reasons; 

■(3) that in any case such recoveries shall be limited to the 
contribuiions made by the employer himself; 

(4) that the subscriptions of the employees and the contribu- 

tions by the employer shall be regular and not casual; 

(5) that the employers’ contribution should not exceed the 

employees’ subscription as a rule, and 

(6) that the employee shall be employed in India or the prin- 

cipal place of business of the employer shall be in 
British India. 

The income-tax concessions are: — 

(а) contributions to a recognised Provident Fund both by the 

employee and the employer taken together shall be 
exempt from income-tax but not from super-tax up to 
l/6th of the emplovee’s annual salary. In addition, an 
employee can obtain under section 15 {!) rebate of in- 
come-tax on insurance premia subject to the limit laid 
down in section 15 {3). If in any Fund the contribu- 
tions made by an employee exceed the -^^th limit, the 
excess contributions and the interest thereon together 
with interest in excess of the prescribed maximum (at 
present 6 per cent.) will be liable to tax; 

(б) income on the investments held by the Fund is also exempt 

from income-tax; 

(c) the accumulated balance due to an employee which includes 
interest on contributions — is also exempt from income- 
tax and super-tax and is not to be included in compu- 
tation of the total income, provided the employee has 
rendered continuous service with his employer for not 
less than five years. The Commissioner has also power 
in certain circumstances to allow the exemption even 
when the service rendered is less than this period. 

The contributions made by an employer to the individual ac- 
counts of his employee in a recognised Fund, less recoveries if any 
under the provisions of section 58-0 (1) (/), are to be allowed as an 
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item of expenditure under section 10 (3) (?.«) of tlie Act, as tlie 
Fund is an irrevocable trust. 

20-H. Recognition of Provident Funds and withdrawal of 
recognition. {Section 58-B .) — Tlie Oonmiissioner of Income-tax 
may accord recognition to any Provident Fund wbicb, in bis 
opinion, satisfies the conditions prescribed in section 58-C and the 
Indian Income-tax (Provident Funds Belief) Buies. An emplojrer 
objecting to an order' of the Commissioner refusing to recognise 
a Provident Fund may appeal, within 60 days of such order, to 
the Central Board of Bevenue in the form prescribed in the Indian 
Income-tax (Provident Funds Belief) (Central Board of Bevenue) 
Buies. 

There is no specific provision in the Act or Buies for an appeal 
against withdrawal of recognition by the Commissioner, but such 
an appeal should be allowed subject to the same conditions as are 
applicable to an appeal against an order of the Commissioner re- 
fusing recognition. The Government of India have reserved the 
power to withhold or withdraw recognition from any provident 
funds [section 58-B {2)1. ' 

20-C. Conditions to he satisfied hy recognised Provident Funds. 
{Sections 58~C and 58~D). — Investment of funds . — A recognised 
provident fund consists of contrioutlons by employers and em- 
ployees, accumulations, interest thereon and securities purchased 
therewith and no other sums. So long as the “ transferred 
balance ” [section 58-J {2)1 and tbe employers’ contributions, 
interest thereon, etc., are not invested, the fund will consist solely 
of subscriptions, accumulations and interest thereon. If any part 
of the fund is deposited in the employer’s own concern, and the- 
employer gives the Trustees a promissory note therefor the noto 
may be considered to be a “ security ” within the meaning of 
section 58-C {!) {d). So far as the transferred balance of a fund 
is concerned, there is no restriction as to the manner in which it 
should be held or invested. It may be utilized in the employer’s 
own business, or deposited in a Bank or invested in “ securities ” 
in the widest sense of the term. The same is true of the employer’s 
contributions subsequent to recognition and the interest thereon 
and on the accumulations of such intere^Jt. Tbe employees’ con- 
tributions subsequent to recognition and the interest thereon and 
on accumulations of such interest mxist be invested in the securities 
of the nature described in section 20 (a), (6), (c), {d) or (e) of the 
Indian Trusts Act, 1882, and payable in respect of both capital 
and interest in British India. 

A reasonable interval should be allowed to the trustees to accu- 
mulate the contributions collected before requiring their investment 
as above. 

A fund is not rendered ineligible for recognition by the fact 
that it can be closed or wound up at will by the employer or the- 
Trustees, provided that it is not revocable otherwise than in accord- 
ance with section 58-C {!) {e). 
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The fact that a fund receives donations, for example from re- 
tiring partners, should not be held to render it ineligible for 
•recognition. 

Ap'preciation and depreciation in securities belonging to re- 
cognised provident funds. — In certain Provident Funds it is the 
practice to revalue the securities held at the end of each financial 
year and to take the appreciation and depreciation thus ascertained 
into consideration before allocating to the members their share 
of the annnal profit. This practice does not render the fund in- 
eligible for recognition. Plus and minus entries relating to such 
.appreciation or depreciation should be made in the remarks column 
of the Form of account prescribed in rule 6 of the Indian Income- 
tax (Provident Funds Belief) (Central Board of Revenue) Rules 
(Part II of the Manual). Such appreciation or depreciation need 
not be taken into account in determining the rate of interest under 
•section 58-F [2). 

The appreciation of securities itself cannot directly come into 
the computation of the employee’s total income or be liable to tax 
at any time. Though it is a form of accumulation of contributions, 
it is also not income but an increase of capital. 

Forfeitures to recognised provident funds. \Section S8-C. (1) 
(^)]- — amounts that an employer is allo-wed by the Act 
to recover from a recognised Provident Fund are his own contribu- 
tions to the account of a dismissed employee or an employee 
voluntarily leaving his employment as stated in section 58-C (1) (/) 
and of interest on such contributions. If the rules of any fund 
provide for forfeitures to the employer of any other monies — ^for 
•example of a dismissed employee’s own contributions and the in- 
terest thereon, this provision is repugnant to section 58-C (I) (/) 
and renders the fund ineligible for recognition. 

A provision for the forfeiture to the fund in certain circumstan- 
■ces (e.g., assignment of employee’s interest, an employee leaving 
service to take employment under a rival) of so much of the amount 
standing to the credit of an individual employee as is in no cir- 
cumstances recoverable by the employer, under clause (/) of sub- 
section (1) of section 58-C of the Act, does not render the fund 
ineligible for recognition under that sub-section. 

Such amounts represent accumulations of sums credited out of 
the employee’s salary with interest thereon, and it is clear that 
these amounts are within the language used in clause (d) of sub- 
section (1) of section 58-C, read with the definition of “ contribu- 
tion ” in clause (d) of section 58-A. The effect of clause (g) of 
sub-section (1) of section 58-C is not to require that so much of the 
balance at the credit of an individual employee as is not recover- 
able by the employer under clause (/) should be payable to the 
employee. It requires the accumulated balance due to the employee 
to be payable to the employee, and the definition of “ accumula- 
ted balance due ” in clause (g) of section 58-A expressly 
recognises the possibility that by the regulations of a fund any 
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part of tlie balan(!:e to th.e credit of an employee may be excluded 
from tbe amount claimable by bim and tlierefore from tlie accu- 
mulated balance due for tbe purposes of clause {g) of sub-section 
{!) of section 58-C. 

While therefore recoveries by tbe employer are governed by 
clause (/) of sub-section (1) of section 58-0, forfeitures to tbe hnid 
are left by tbe Act to be governed by the regulations of tbe fund, 
BO that no provision in tbe regulations of tbe funds for tbe forfeiture 
to tbe fund of any part of tbe balance to tbe credit of tbe individual 
employee ■will render tbe fund ineligible for recognition. 

Tbe inclusion in tbe rules of a provident -fund of a provision for 
tbe payment of forfeited amounts of an individual member to bis 
wife and family does not render tbe fund ineligible for recognition. 
Tbe definition of tbe expression “ accumulated balance due ” to 
an employee which is set out in section 58-A makes it plain that the 
amount which is payable to tbe employee is not necessarily tbe 
equivalent of tbe total of bis contributions, tbe employer’s contri- 
butions and tbe interest which has accumulated thereon ; and tbe 
provisions of clause (g) of section 58-C, read with this definition 
of tbe “ accumulated balance due ” are not inconsistent with the 
payment to a third party of forfeited amounts, although tbe circum- 
stances in which tbe employer can himself take these amounts are 
limited by clause (6) of section 58-C. 

Tbe inclusion in tbe regulations of a pro'vident fund of a pro- 
vision for tbe forfeiture to the fund of the accumulated balance 
due to an employee who dies without heirs also does not make 
tbe fund ineligible for recognition. Such forfeiture to tbe ftind 
does not put anything into tbe fund, because what is forfeited to 
tbe fund is already in tbe fund. As tbe act of forfeiture does not 
put any sum at all into tbe fund, it cannot be held to put into 
the fund any sum other than tbe contributions, etc., specified in 
section 58-C {!) (d). The question of tbe validit}’ of a regulation 
forfeiting to tbe fund tbe accumulated balance due to an employee 
who dies intestate and without heirs does not arise, as tbe existence 
of a such a regulation, whatever it may be worth, does not affect 
tbe composition of tbe fund for purposes of clause (d) of sxib-section 
(1) of the same section. 

Payment of accumulated balances of recognised, provident funds 
to employees discontinuing participation. [Section 58-G {!) (g) 
and (7i)]. — If an employee who is a subscriber to a recognised pro- 
vident fund, the membership of which is optional, decides to- 
discontinue bis membership of tbe fund while not resigning bis 
employment, be is entitled to claim repayment of tbe accumulated 
balance at his credit, under section 58-C [1) [g] of tbe Act. Under 
section 58-A (c) of tbe Act, an “ employee ” means an employee 
participating in a provident fund. Thus a person who discontinues 
his participation in a fund “ ceases to be an employee ” within 
tbe meaning of section 58-C {!) (g) and is, therefore, entitled to 
claim payment of tbe accumulated balance due to bim. 
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A private provident fund, participation in wliich is optional, 
is not qualified for recognition unless the rules confer on the parti- 
cipants the right to receive payment of the accumulated balance- 
whenever participation is discontinued. 

20-D. Recognised Provident Funds of businesses with princv 
pal place out of India. \_Section 5S-G {!) (a)]. — If a concern has 
its principal place outside British India, the Provident Fund of 
the emploj'ees of its British Indian business, if it is to he “ recog- 
nised ”, should be kept separate and must conform to the conditions 
imposed bj’ the Act and the Hules • thereunder. The expression 
“ all employees ” occurring in section 58-C (i) (a) refers to “ all 
employees subscribing to the Fund ” and not to all employees of 
the particular emploj-er. If a concern has its principal place of 
business in British India, there is no objection to the foreign 
staff — that is the staff outside British India — subscribing to the- 
Provident Fund. They will not get any rebate of tax on the 
monthly contributions since their salaries having been earned out- 
side British India will not be taxed but they will get the ad- 
vantage of the exemption from income-tax of the interest on the- 
investments of the Fund. 

20-E. Interest on accumulated balances in recognised provi- 
dent hinds. (Section 58-F). — Interest on accumulations in 
recognised provident funds is exempt from income-tax but not from 
super-tax up to a rate to be fixed by Government which is 6 per 
cent, at present. In some funds, a provisional rate of interest is- 
allowed to the employees in the first instance and the difference 
between the interest actually earned by the fund and the provisional 
rate so allowed is distributed between the employees on a basis- 
which has some regard to the length of service of the employees. 
In such cases, the interest credited to the individual accounts should 
be exempted in so far as the average interest earned by the fund 
as a whole does not exceed the prescribed rate of interest. 

Interest on sums credited to an employee’s account in a recog- 
nised Provident Fiind, which sums represent his share of the ap- 
preciation in the value of the securities held by the Fund, is to be 
regarded as interest within the meaning of sections 58-A (/) and- 
68-C (1) (d). 

20-F. Interpretation of “ salary ” in relation to recognised 
provident funds. \_Section 58-F (I)]. — That the expression 

“ salaiy ” as used in Chapter IX-A of the Act does not embrace 
everything taxable under the head “ salaries ” in accordance with 
sub-section (1) of section 7, is obvious from clause (b) of sub-section 
(1) of section 58-C read with clause (b) of section 58-D. For the 
purposes of Chapter IX-A, “ salary ” includes so much only of 
an employee’s remuneration as is of a specific monetary amount 
and is payable periodically. It includes “ salary ” (in the more- 
general sense in which that expression embraces “ wages ”) which- 
is received by any category of employees other than those excluded 
in clause (c) of section 58-A- 
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20“Gr. Accounts of recognised provident funds. {Sections 08-} 
■and 5S-J ). — Tlie accounts of recognised provident funds are to be 
maintained in tbe form prescribed in tbe Indian Income-tax (Pro- 
vident Punds Belief) (Central Board of Revenue) Rules. If a 
concern has several branches, tbe annual abslracts of tbe provident 
funds accounts should be sent bj' the emploj'cr to all Income-tax 
•Officers 'u'bo are responsible for assessing the employees. 

Tbe accounts to be made under the jjrovisions of section 5S-J 
must sboAV in respect of every employee the 2)articulars given in 
rule 8 of tbe Indian Income-tax (Provident Punds Relief) (Central 
Board of Revenue) Rules. 

20-H. T reatment of a fund transferred hy employer to trus- 
tees. [Section SS-K ). — Any sum transferred by an employer 
Before coming into force of the Indian Income-tax (Provident 
Punds Relief) Act, 1929, to tbe Provident Pnnd of bis employees 
T\’bicb has been converted into an irrevocable trust is a permissible 
deduction in assessing tbe profits of the employer. Sub-section (J) 
of section 58-K operates vitb reference to any assessment made 
after the coming into force of tbe Prorldent Punds Relief xS.ct 
XII of 1929 'Lolicnevcr the conditions necessary to its operation are 
satisfied. Tbe conditions necessary to its operation ai*o that it can 
be predicated of tbe emloyer: — 

(а) that be maintains a Provident Pund for tbe benefit of bis 

employees, 

(б) that be has not transferred the Pund or relevant portion 

thereof, 

(c) that be transfers the Pund or relevant portion. 

Tbe use of tbe perfect tense in tbe definition of condition (h) and 
of tbe present tense in tbe definition of condition (c) shows that 
these conditions cannot be satisfied by any employer who, having 
already transferred tbe Pund or relevant portion before tbe Pro- 
vident Punds Relief Act came into force, was not when tbe Act 
came into force in the position of not having transferred it, and 
was therefore not in a position to transfer it. 

It must not be overlooked that while ojj employer who has 
effected a transfer before the coming into force of tlie Provident 
Pxinds Relief Act will not suffer tlie loss resulting from the opera- 
tion of sub-section (I) of section 5S-K, be will as a corollary not 
enjoy the benefit resulting from tbe operation of sub-section (2) 
of that section. 

Employers’ s\ib.scriptions to an unrecognised provident fund 
may be treated as business expenses if tbe conditions laid down in 
paragraph 49 are satisfied. Lump transfers of accumulated siib- 
^criptions. with or without interest thereon, made after tbe Provi- 
dent Punds Relief Act, 1929. came into force, are governed by 
section 5S-K which is specifically made applicable to unrecognized 
as well as to recognized funds. 
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21. Meaning of the loord “ securities as used in section 4 (3) 
(iv). — Tlie definition of tlie plirase “ interest on securities ” in 
section 8 of tlie Act should not be applied to determine the inter- 
pretation to be given to these vords in section 4 (3) (iv), since the 
words as used in section 8 are in a specially restricted sense and do 
not cover, for example, interest on so typical a form of security as a 
mortgage. Hor should the meaning of the word “ securities ” in 
section 4 (3) (iv) he restidcted to the ordinary limited legal sense 
in which it must always have reference to a loan. Provident Punds 
are entitled to invest in anj"- trustee security, and it has not been 
the intention of Government to discriminate between the various 
classes of investments which are thus legally authorised. The word 
“ securities ” in section 4 (3) (iv) should therefore be interpreted 
as covering all securities mentioned in section 20 of the Indian 
Trust Act. 

22. Ferguisiies or benefits not capable of conversion into money. 
— The provision in section 3 (2) (i,v) of the Act of 1918 that “ any 
perquisite or benefit which is neither money nor reasonably 
capable of being converted into nione}' ” was not liable to tax, has 
been omitted in the Act, as the existence of that ])rovision made it 
impossible to assess to income-tax, for example, rent-free residences 
in cases where the assessee had not the power to sub-let, while rent- 
free residences were liable to the tax where the assessee had the 
power to sub-let. An explanation has been added to section 7 ^ 1) 
of the Act specifically providing for the taxation of perquisites in 
the form of rent-free residences. 

Under section 7 (1) of the Act, all perquisites received by an 
employe in lieu of or in addition to salary or wages are liable to 
the tax. House-rent allowances and the value of rent-free quarters 
form additions to the remuneration of an employe; and even where 
residence in a particular town or building is necessary for the pro- 
per performance of the employes duties, such allowances or per- 
quisites cover expenses of a personal character which the employe 
would otherwise have to incur. They do not therefore “ meet ex- 
penses wholly and necessarily incurred in the performance of the 
duties of an office or employment of profit ’’ and are therefore not 
covered by the exemption in section 4 (3) (vi) of the Act and are 
taxable under section 7 or section 12. 

Two conditions have to be fulfilled before the exemption specie 
fied in section 4 (3) (vi) can apply. The expenses incurred by the 
employe must be wholh' and necessarily incurred in the perform- 
ance of his duties as an employe; and the allowances or perquisites 
must have been granted by the employer with the set purpose of 
meeting the extra expense thus caused to the employe, and that 
extra expenses only. It is tlnis a question of fact in each case 
whether house-rent allowance or the value of rent-free quarters is 
exempt from the tax, bxit the following examples will serve to in- 
dicate the' lines on Avhich the decision .should be made: — 

(a) A cxxrrency officer is granted rent-free quarters in his 
currency office. Even though his residence in that office 
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is necessary for tlie proper performance of liis duties, 
lie will be liable to tbe tax on tbe value of bis rent-free 
quarters, since be would in any case bave bad to provide 
bimself witb a residence, and tbe perquisite does not 
therefore meet expenses wholly incurred in tbe perform- 
ance of tbe duties of an office or employment of profit. 

(6) A firm in Calcutta makes a practice of providing its em- 
ployes witb rent-free quarters, and bouses some of its 
emploj'-es in its business premises as resident 
clerks. Tbe employes of tbe firm, including tbe resi- 
dent clerks, will, as in tbe previous case, be liable to 
income-tax on tbe value of their rent-free quarters. 

(c) A Government office has its headquarters in Bombay, but 
proceeds for some months in tbe year elsewhere, and 
grants its ministerial establishment house-rent allow- 
ances or rent-free quarters in tbe place to which it 
proceeds witb tbe specific object of providing for tbe 
maintenance of a second and, from tbe point of view of 
tbe grantees, unnecessary residence in order that they 
may perform their duties there. Tbe allowance or tbe 
value of rent-free quarters will be exempt from income- 
tax. 

In all cases where rent-free bouses form part of tbe perquisites 
iof an employe, tbe cash value of such a bouse to tbe occupier should, 
in no case, be deemed to be more than 10 per cent, of tbe salary 
of tbe employe. Where an employe is provided witb rent-free 
furnished quarters, no attempt should be made to split tbe value of 
this perquisite into its component elements, i.e,, rent-free quarters 
nnd rent-free furniture. Tbe maximum of .10 uer cent, of salary 
should be applied to tbe perquisite as a whole. 

Such perquisites as (for example), tiffin, domestic services or tbe 
value of passages bj^ rail or steamer provided by employers free of 
charge for their employees are not taxable because tbej’^ are not 
convertible into nionej^ and there is no special provision in tbe Act 
in regard to them as there is in regard to rent-free quarters, but 
passage money paid in India by an employer to bis employe to 
enable him to go on leave is liable to tax. If, however, passage 
money is remitted by tbe employer to tbe United Kingdom or a 
Colony and paid there to an employe on leave in such country, it 
should be regarded as a leave allowance covered by tbe exemption 
(23) in paragraph 17. 

Tbe “ Delhi moving allowance ” and “ Delhi Camp allowance 
which is granted to tbe members of tbe office establishments of tbe 
Army Headquarters and of certain Civil attached offices of tbe 
Government of India during tbe period of their stay at Delhi and 
ibe Simla House-Rent Allowance granted under Rule 19 of the 
Simla Allowances Code and tbe value of rent-free quarters in lieu 
thereof fall under example (c) above and are exempt from tbe pay- 
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^ent of income-tax. Special allowances granted solely to meet 
'the higher cost of living in a station such as Compensatory local 
•allowances and the Ciitch exchange compensation allowance are 
liable to the payment of tax. 

Rewards granted to officials for passing compulsory examin- 
•ations must be distinguished from grants made to assist candidates 
to meet the expenses of preparing for such examinations. Such 
tuition grants fall under section 4 (3) (vi) of the Indian Income-tax 
Act (XI of 1922) and are not liable to tax even if they are only 
paid to successful candidates. For example sums of Rs. 150 and 
Rs. 200 paid to military officers who have passed the Urdu quali- 
fying and Preliminary IFrdu examinations respectively are tuition 
grants — ^not rewards — and are therefore not liable to income-tax 
(see also paragraph 25). 

In addition to classes or portions of “ Salaries ” drawn by 
officers and other ranks of the Army in India (British and Indian) 
mentioned in paragraphs 17 and 22, the following allowances are 
not liable to income-tax : — 

Messing allowance ; 

Syce allowance; 

Forage allowance ; 

Detention allowance ; 

Meal money; 

Quarterly kit and clothing allowance; 

‘Outfit allowance; 

Tentage allowance whether separate or included in pay; 

Horse allowance; 

Travelling and conveyance allowances; and 

Any capital sum received in commutation of the whole or a 
portion of a pension or in nature of consolidated compensa- 
tion for death or injuries or in pa^mient of any Insurance 
Policy or as the accumulated balance at the credit of a sub- 
scriber to any such Provident Fund. 

The emoluments drawn by the officers and other ranks of the 
Army which are liable to income-tax are : — 

1. Regimental Pay, Command or charge allowances, Staff Pay, 

P. S. C. Pay and Separation allowance. 

2. Ordnance Pay, 

'3. Corps or Engineer Pay, Batta or field allowance. 

4. Lodging allowance. 

'5. Value of rent-free quarters (officers). 

'6. Service or proficiency pay. 

7. Extra duty pay. 

SNCOilE-TAX 
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8. Gratuities under Pay and Allowance Pegulations, para- 

graph 137 (I). 

9. Annuities under Pav and Allowance Pegulations, para- 

. graph 137 (II). “ 

10. Bounty money. 

11. Pension drawn in conjunction with pay. 

12. Separation allowance. 

13. Purniture allowance. 

14. Pensions (except wound or disability) paid in India 

to British and Indian Officers and men, their widows, 
children and dependants. 

15. Half-yearly gratuity paid to temporary nursing sisters. 

The Marriage allowance is not taxable if paid to the wife of a 
soldier unless the total income of the wife including the allowance 
exceeds the minimum taxable limit. Similarly, Maternity benefit 
is liable only if the total income of the soldier’s nrfe including the 
benefit exceeds the minimum taxable limit. 

The “ handling charges ” granted to Station Masters are not 
liable to income-tax since they are intended solely to cover certain 
exjvonses that the Station Masters have to incur as such. 

As regards the liability of language rewards and examination 
fees, see paragraph 25. 

23. Casxml gains. [^Section 4 {8) (rfi)'] — order to obtain 
exemption as “ casttal ”, profits must comply with two condi- 
t ions : 

(1) they must not be the proceeds of a profession, vocation or 

employment, or arise from business, that is from “ any 
adventiire or concern in the nature of trade, commerce or 
manufacture ”. [See section 2 (4)], and 

(2) they must not be annual. 

Both these conditions must be fulfilled. The exemption also is 
specifically not to apply to any gratuity to an employe for services 
rendeied so as to avoid the possibility of any ambiguity in connec- 
tion with the use of the word “ gratuity ” in section 7 (7). Tlie 
following are illustrations of the elYect of the provisions of section 
4 (.?) ('V'n}-~ 

(1) A purchases a house with a view to re-selling it at a profit. 
His profits from the transaction are liable to income-tax 
(even although it be an isolated transaction^). B pur- 
chases a house for his own residence and later on sells it 
at a profit. His profit is not liable to the tax. 

* C.f. Rutledge versus Commissioner of Inland Revenue Reports of tlie- 
U. K. Tax Cases. Vol. XIY, page 490. 
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(2) A wins a prize in a lottery or a bet on tbe race course. His 

receipts tberefiom are not taxable. B is a bookmaker. 
His profits from betting are taxable. 

(3) A" is a professional beggar. His receipts from mendicancy 

are not exempted from tbe tax by tbis sub-section. 

(4) . A makes a practice of speculating in tbe pm’cbase and sale 

of shares. His profits therefrom are liable to tbe tax. 
B purchases Indian War Loan 1929-1947 at 95 redeem- 
able at par. Tbe premium received on redemption 
after a period of years is not liable to tbe tax. On tbe 
other band tbe yield from Treasury Bills arising 
from their issue at a discount and repayment at par after 
12 months or some shorter period is liable to tbe tax 
iinder section 12, though as tbis yield is not interest, 
tbe tax is not deducted at tbe source under section 
18 (5). 

(5) A man writes a book. His receipts from its sale are tax- 

able. 

(6) Lump sum legacies are exempt; annuities granted under a 

will are not exempt. 

24. Income-tax Authorities. {Section o.) — (1) Tbe Central 
iBoard of Revemie is appointed by tbe Governor General in Coun- 
cil. Its specific powers are mentioned in tbe various sections, e.g., 
section 2 {6), 2 {IT) {h), 5 {5), 18 {6) and 59. Hules for carrying 
out tbe purposes of tbe Act are made by tbe Central Board of Reve- 
nue which also issues instructions regarding tbe interpretation of 
the provisions of tbe Act and tbe rules, and is entrusted with tbe 
general administration of tbe Act. 

(2) Tbe bead of tbe Income-tax Department of a province is tbe 
•Commissioner of Income-tax who is appointed by tbe Governor 
General in Council. Tbe rest of tbe income-tax staff in a province 
are subordinate to him and they are appointed and dismissed by 
him. His power of appointment and dismissal of Assistant Com- 
missioners and Income-tax Officers is under section 5 (4) subject 
"to tbe control of tbe Governor General in Council ” , but tbe Gov- 
ernor General in Council exercises tbis control through tbe local 
Government under the provisions of tbe following order: — 

” Tbe Governor General in Council desires to utilise tbe agency 
■of tbe Governor in Council of each Governor’s province in tbe 
following matters only in relation to income-tax, — 

(t) tbe appointment by a Commissioner of Income-tax of any 
person to tbe substantive post of Assistant Commissioner 
of Income-tax or Income-tax Officer shall be stibject to 
tbe previous approval of tbe Governor in Council. 

Ror tbe promotion of an Income-tax Officer or appointment of 
an officer of a Provincial Civil Service to tbe post of Assistant 
'Commissioner of Income-tax, tbe Commissioner of Income-tax 

g2 
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should consult the local GoTernment and submit his nomination (of 
the Officer approved by the local Government) to the Public Service- 
Commission through the Central Board of Revenue. 

{ii) Any Assistant Commissioner of Incoine-tas or Income-tax 
Officer who has been dismissed or removed from office or. 
whose increment of pay has been withheld by the Com- 
missioner of Income-tax shall have a right of appeal to- 
the Governor in Council. 

While as regards the appointment or dismissal of such officials 
the Commissioner is subject to the control of the local Government,, 
he has full power to specify the functions to be performed by each, 
official and the areas, persons and classes of income in respect of 
which these functions may be exercised. 

The specific powers conferred upon him in regard to income-tax 
assessments are specified in sections 28 (i), 32, 33, 37, 54 {2) second. 
Proviso, 64 (3) and 66 of the Act. In particular he is vested with 
power under section 33 to review any orders passed by any income- 
tax official, and he alone may, under section 66 of the Act, state- 
cases for the opinion of a High Court. 

(3) The functions of Assutant Commissioners of Income-ta<c are 
mainly appellate, but they also exercise supervision over the work 
of the Income-tax Officers. The particular powers conferred on 
them by the Act are set out in sections 28 (1), 30 (2), 31, 37, 38, 39', 
42 (2) and 53. 

(4j Income-tax Oncers are the assessors. While section 64 of 
the Act specifies the particxilar Income-tax Officers by whom assess- 
ments shall be made, i.e., prescribes that assessments shall be made 
in the case of a business by the Income-tax Officer of the area 
where the principal place of business is situated, and in all other 
cases by the Income-tax Officer of the area in which the assessee 
resides, sub-section (4) of that section provides that every Income- 
tax Officer shall have all the powers conferred by or under the Act 
on an Income-tax Officer in respect of any income, profits or gains 
accruing or arising or received within the area for which he is 
appointed. This particular provision was inserted mainly in order 
to permit of enquiries being made into the profits of a branch busi- 
ness by the Income-tax Officer of the place in which the branch ia 
situated and in order to enable every Income-tax Officer to make- 
enquiries regarding all income, profits and gains arising or accruing 
within the area to which he is posted, even though the assessment 
in respect of the particular income, profits or gains may not be,- 
made by him. Income-tax Commissioners should therefore secure 
by issuing instructions or otherwise that there is no overlapping in 
this matter and that the same person is not assessed to income-tax 
by more than one Income-tax Officer but should at the same time- ' 
secure that all Income-tax Officers shall give the utmost assistance- 
to the assessing Income-tax Officer in regard to any property, in- 
come, profits or gains within their respective areas which are liable- 
to assessment elsewhere. 
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While it is intended that the work of making assessinents, of 
hearing appeals and of passing orders in review shall ultimately 
be carried out by separate officials known as the Income-tax Officer, 
the Assistant Commissioner and the Commissioner, as a complete 
whole time 'Staff for income-tax work has not yet been appointed 
in some of the provinces, section 5 { 4 ) makes provision for the 
continuance, until such whole time staff is engaged, of the existing 
system under which individual officers exercise the powers of an 
assessing authority in respect of particular classes of income and 
of an appellate authority in respect of others, while the reviewing 
authority is in certain cases also the appellate authority. 

While th6 income-tax staff will as a rule be appointed in provin- 
cial cadres, there are certain classes of cases for which it may be 
advisable that assessments should be made by an all-India staff. 
Such, for example, are the cases of military officers and of officers 
of other departments serving directly under the Government of 
India who are liable to transfer from one province to another; and 
there may be other cases such as the assessment of railway com- 
panies which at any time it may be considered advisable should be 
dealt with by a special officer for the whole of India. Sub-sec- 
tion { 5 ) of this section has been inserted to make provision for the 
appointment of special officers in such cases. 

The officers specified in the 3rd, 4th and 5th columns of the 
schedule below have been appointed to perform all the functions 
of an Income-tax Officer, Assistant Commissioner of Income-tax 
and Commissioner of Income-tax, respectively, in respect of the 
persons specified in the corresponding entry in the 2nd column 
thereof. 

SCHEDULE. 


Serial 

No. 

1 


Officer appointed to per form the functions of — 

Persons. 

2 

Income-tax 
j OflScer. 

3 

Assistant 
Commissioner of 
Income-tax. 

4 

' Commissioner of 

1 Income-tax. 

5 

1 

Employes of the Bengal 
and North-Western 
Eailvay. 

Income-tax Offi- 
cer, Gorakhpur. 

Assistant Com- 
missioner of 
Income-tax, 
Benares. 

Commissioner o£ 
Income-tax, 
United Provin- 
ces. 

2 

Persons excluding pen- 
sioners and persons 
employed in Army 
factories, payable 

from Army estimates 
through the Controller 
of Military Accounts, 
Eastern Command, 
Meerut and Lucknow 
[ districts, Meerut. 

Income-tax Offi - 1 
cer. Military 
Circle, Meerut. 

i 

Assistant Com- 
missioner of 

Income-tax, 
Meerut. 

Do. 
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Officer appointed to perform the functions of — 

-Serial 

No. 

Persons. 

Income-tax. 

Officer. 

Assistant 
Commi=sionor of 
Income-tax. 

Commissioner of 
Income-tax. 

1 

2 

3 

•t 

! 

I 

5 


i 

i 

Employes of the British 
India Corporation 

Ltd. stationed at 
Rangoon. 

Income-tax Offi- 
cer, Cawnporo. 

Assistant Com- 
missioner of 
Income-tax, 
Cawnporc. 

Commissioner of 
I n c 0 m 0 - 1 ax, 
United Provin- 
ces. 

4 

Employes of the Assam- 
Bcngal Eaihvav. 

Income-tax Offi- 
cer. Chilt.igong. 

Assisbant Com- 
missioner of 

I n 0 0 m c-t a x. 
Dacca. 

Commissioner of 
Income-tax, 
Bonc.al. 

4-A 

Indian omplojTs in 
Sind, Punjab and Dcllii 
of Jlossrs. RuIU 

Brothel'S. 

Income-tax Offi- 
cer, B. Divi- 
sion, Karachi. 

Assistant Com- 
missioner of 

I n c 0 in c-t a x, 
Sind, 

Cominissioncr of 
Income-tax, 
Bombay, 

5 

Eurcpean employes in 
British India and 
Indian employes in 
Bengal, Bihar and 
Orissa, Assam and the 
United Provinces of 
Slossrs. Ralli Brothers. 

Income-tax Offi- 
cer, Calcutta, 
District IIIA. 

As.sistant Com- 
mi.ssionor of 

T n c 0 m o-t a x. 
Headquarters 
(at Calcutta), 

Commissioner of 
I n c 0 m e-t a x, 
Bengal 

•0 

Etiroiioan employes of 
Messrs. Ralli Brother.^ 
in Borar. 

Do. 

1 

Do. 

Do. 

1 

European employes of 
the Imperial Tobacco 
Company, India 
Limited, and the 
Indian Leaf Tobacco 
Development Com- 
pany Limited, in the 
prordnccs of Bombay, 
Madras, United Pro- 
vinces, Punjab, Bengal, 
Bihar and OrLssa and 
Assam. 

Do. 

i 

i 

1 

Do. 

Do. 

S 

1 

European employes of 
the Tobacco Manufac- 
turers (India) Limited, 
and the Printers 
(India) Limited, in the 
provinces of Bombay, 
Madras, United Pro- 
vinces, Punjab, 

Bengal, Bihar and 
Orissa and Assam. 

Income-tax Offi- 
cer, Caleutln, 
District IIIA. 

1 

j 

Assistant Cora- 
iui‘'iuoncr of 

I n c 0 m o-t a x 
Heiidquarlo r s 
(’ll Calcutta). 

Commissioner of 
I n c 0 ra c-t ax, 
Bcngnl. 
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Serial 

jq’o. Persons. 


1 ,2 


9 Employes of the Bengal 
Nagpur Railway. 


10 Employes of the East 

Indian Railway. 

11 Government servants 

serving outside Bengal 
who are under the 
audit of the Pay and 
Accounts Officers, 
Jliscellaneous Central 
Departments and the 
Survey of India, Cal- 
cutta, 

1 2 IMilitary employes under 

the audit of the Con- 
troller of Jlilitary 
Accounts, Presidency 
and Assam District, 
Calcutta. 

13 Officers of the Women’s 

Medical Service and of 
the Junior Branch of 
the same. 

14 Military employes sta- 

tioned in Sind who 
are under the audit of 
the Controller of 
Llilitary Accounts, 
R. A. E., Amhala. 

16 Employes of the Madras 
and Southern Mah- 
ratta Railway except 
those under the audit 
of the Audit Officer, 
Railway Collieries, 
Calcutta. 

16 All Government ser- 
vants who are under 
the audit of the Ac- 
countant-G e n e r a 1 , 
Madras, and the 
Deputy Accountant- 
General, Posts and 
Telegraphs, Madras, 
hut do not reside in 
Burma or the Anda- 
man Islands. 


Officer appointed to perform the functions of — 


Income-tax. 

Officer. 

Assistant 
Commissioner of 
Income-tax. 

1 

Comjnissioner of 
Income-tax. 

3 

4 

5 

Income-tax Offi- 
cer, Railways 
and Miscella- 
neous Salaries 
Circle, Calcutta. 

Do. 

Assistant Com- 
missioner of 
Income-tax, 
Calcntta. 

Do. 

Commissioner of 
Inc omo-ta x, 
Bengal. 

Do. 

Do. 

Do. 

Do, 

1 

1 

Do. 

Do. 

Do. 

Income-tax Offi- 
cer, Simla. 

Assistant Com- 
missioner of 
Income-tax, 
Amhala. 

Commissioner 'of 
I n c 0 m e-t a 'x, 
Punjab. 

Income-tax Offi- 
cer, Amhala. 

Assistant Com- 
missioner of 
Income-tax, 
Eastern Divi- 
sion, Punjah. 

Do.’ 

Income-tax Offi- 
cer, 4th Circle, 
Madras. 

Assistant Com- 
missioner of 
j I n c 0 m e-t a x, 
Central Range, 
Madras. 

Commissioner of 

I n c 0 mh-t a x, 
Madras, 

Income-tax Offi- 
cer, 6th Circle, 
Madras. 

Assistant Com- 
missioner of 

I n c 0 m e-t ax. 
Central Range, 
Madras. 

1 

Commissioner of 
Income-tax, 
Madras. 
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Serial _ 

“vfrt Persons. 


1 2 


17 unitary cmployds under 

tlie audit of the Con- 
l.roller of Jlilitary Ac- 
counts, Poona and 
Soutliorn Command, 
Poona. 

18 Government servants 

under the audit of the 
Accountant-Gcncr a 1 , 
Central Revenues (ex- 
cept those of the 
Indian Audit and Ac- 
counts Service at- 
tached to Raihvaj’ and 
Postal Audit offices 
and Currcno 3 ' offices, 
Rangoon and Madras, 
the Military Account- 
ant-General, the Do- 
putj’ Accountant-Ge- 
neral, Posts and Tele- 
graphs, Delhi, the Dc- 
putj' Accountant-Ge- 
neral, Posts and Tele- 
graphs, Madra'', resid- 
ing in the Anda7nans, 
and the Audit Officer, 
Indian Stores Depart- 
ment. 

19 Non-Enemy Nationals 

paid through the Con- 
troller, Local Clearing 
Office (En'emy Debts). 

20 Employes of the Nortii 

■\Vestern Raihvaj- 
except those under the 
audit of the Audit 
Officer, Railwaj' Col- 
lieries, Calcutta. 

21 Employes of the Bom- 

bay, Baroda and Cen- 
tral India Railway 
Companj' and the 
Great Indian Penin- 
sula Railway Company 
except those under the 
audit of the Audit 
Officer, Railway Col- 
lieries, Calcutta. 


( 

S CHEDULE — contd. 


Officer appointed to perform the functions of — 


Income-tax. 

Officer. 

3 


Income-tax Offi- 
cer, Poona Dis- 
trict. 


Assistant 
Commissioner of 
Income-tax. 

4 


Assistant Com- 
missioner of 
Income-tax, 
Central Divi- 
son, Poona. 


Commi.ssioner of 
Income-tax. 

' C 


Commissioner of 
Income-tax, 
Bombaj*. 


Income-tax Offi- Assistant Com- Commissioner of 
cer, Salar\’ missioncr of Income-tax, 
Circle, Delhi. Income-tax, Delhi. 

Delhi. 


Do. 


Income-tax Offi- 
cer, Railwaj- 
Salary Circle, 
Lahore. 


Income-tax Offi- 
cer, Salary 
Branch, Bom- 
bay City. 


Do. 


Assistant Com- 
missioner of 
Income-tax, 
Laliore. 


x\ssistant Com- 
missioner of 
Income-tax, 
Bombay City. 


Do. 


Commissioner of 
Income-tax, 
Punjab. 


Commissioner of 
Income-tax, 
Bombay. 
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1 

Officer appointed ta perform the functions of — 

Serial 

No. 

Persons. 

Income-tax 

Officer. 

Assistant 
Commissioner of 
Income-tax. 

Commissioner of 
Income-tax. 

1 

2 

3 

4 

6 

22 

Government servants 
■under the audit of the 
Deputy Accountant- 
General, Posts and 
Telegraphs, Nagpur. 

Income-tax Offi- 
cer, Salary 

Circle, Nagpur. 

Assistant Com- 
ruissioner of 

Southern 
Charge, Nag- 
pur. 

Commissioner of 
Income-tax, 
Central Pro- 
vinces and 

Berar. 

23 

Employes of the East- 
ern Bengal Eail-svay. 

Income-tax Offi- 
cer, Rail'svay 
and Miscella- 
neous Salaries 
Circle, Calcutta. 

Assistant Com- 
missioner of 

Income-tax, 
Calcutta. 

Commissioner of 
Income-tax, 
Bengal. 

24 

Residents outside Brit- 
ish India applying for 
refund of income-tax 
under section 48 of 
the Indian Income- 
tax Act, 1922. 

Income-tax Offi- 
cer, Non-Resi- 
dents Refund 
Circle, Bombay. 

i 


Commissioner” of 
I n c 0 m e-t a x, 
Bombay. 

24-A 

Religious and charitahle 
institutions outside 
British India not liable 
to income-tax under 
section 4 (3) (i) and 
{ii) of the said Act ap- 
plying for refund of 
tax deducted at source 
cn interest on securi- 
ties or for exemption 
certificates in respect 
thereof. 

Do. . i 

1 

1 

« « • « 

Do. 

26 

Shareholders residing 
outside British India 
of a Company •vvhen 
the income of the non- 
resident shareholders 
arises in more than 
one British Indian 
Province. 

Do. 

Assistant Com- 
missioner of 

I n e 0 m e-t a X, 
Bombay City. 

Do. 

20 

All persons assessed 
under section 44-C. 

Do. 

Do. 

Do. 

27 

Employes of the Ameri- 
can United Presby- 
terian Mission, resid- 
ing in the United Pro- 
vinces, the Punjab 
and the North-West 
Erontier Province. 

Income-tax Offi- 
cer, Gujran- 
■vrala. 

Assistant Com- 
missioner of 

Income-tax, 
Dahoro. 

Commissioner of 
I n 0 0 m e-t a*x, 
Punjab. 

! i.. 
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1“ Officer appointed to perform the functions of — 

Serial 

Ko. 

Persons. 

Income-tax 

Officer. 

Assistant 
Commissioner of 
Income-tax. i 

Commissioner of 
Income-tax. 

1 

2 

3 

4 ' 

5 

28 

Employes of all Railw ay 
Collieries who arc 
nnder the audit of tlie 
Audit Officer, Railway 
Collieries, Calcutta. 

Income-tax Offi- ^ 
cer. Railways 
and Miscella- 
neous Salaries 
Circle, Calcutta. 

Assistant Com- 
missioner of 
Income-tax, 
Calcutta. 

Commissioner cf 
Income-tax, 
Bengal. 

29 

1 

All emploj’es in tlie 
Posts and Telegraphs 
Department under 

the audit of the two 
Deputy Acountants- 
General, Posts and 
Telegraphs (Postal 

and Telegraph 

Branches), Calcutta. 

Do. 

Do. 

Do. 

3ft 

Employes of the India 
General Naviagtion 
and Railway Com- 
pany, Ltd., and River 
Steam Navigation 

Company, Ltd., work- 
ing in Bengal, Biliar 
and Orissa and Assam, 
except those who 
cany on business in 
addition. 

Income-tax Offi- 
cer, District V- 
A, Calcutta. 

i 

Do. 

1 

Do. 

31 

Government servants 
under the audit of the 
Accountant-Gene r a 1, 
Bihar and Orissa. 

Income-tax Offi- 
cer, Salaries 
Circle, Ranchi. 

Assistant Com- 
missioner of 
Income-tax, 
Ranchi. 

Commissioner of 
Income-tax, 
Bihar and 

Orissa. 

32 

Government pensioners 

Do. 

Do. 

Do. 

33 

Employes of the Tin 
Plate Company of 
India, Ltd., Golmuri 
(near Jamshedpi!:-). 

Do. 

Do. 

Do. 

34 

Employes of the Tata 
Iron and Steel Com- 
^ pany at Jamshedpur. 

Do. 

Do. 

Do. 

35 

Employes of the Euro- 
pean Mental Ho.spital, 
Ranchi. 

Do. 

Do. 

Do. 
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Serial 

No. 

1 


Oflioer appointed to perform the functions of — 

Persons. 

2 

Income-tax 

Officer. 

3 

Assistant ! 

Comniissioner of 
Income-tax. 

4 

Commissioner of 
Income-tax. 

6 

36 

i 

Employes of the Indian 
Mental Hospital, 

Eanohi. 

Income-tax OflS- 
cer. Salaries 

Circle, Ra.achi. 

Assistant Com- 
missioner of 

Income-tax, 
Ranchi, 

Commissioner of 
Income-tax, 
Bihar and 

Orissa. 

37 

Employes of the Lac 
j llesearch institute, 
j Namkum (near Ran- 
chi). 

Do. 

Do. 

Do. 

i 

38 

Employes of the Raj- 
putana Minerals Com- 
pany, Ltd. 

Income-tax Offi- 
cer, Salaries, 
Bombay. 

Assistant Com- 
missioner of 

Income-tax, 
Bombay City. 

j Commissioner of 

1 I n 0 0 m e-t a X, 
Bombay. 

39 

European Staff of 
Messrs. Volkart Bros., 
■working in the Punjab 
and Sind. 

Income-tax Offi- 
cer, B-Division, 
Karachi. 

Assistant Com- 
missioner of 
Income-tax, 
Sind. 

Do. 


25. Salaries. {Section 7 .) — Tlie income taxable tinder tMs 
bead includes not only fixed salaries or wages and annuities or pen- 
sions, but also any fees, commissions, perquisites or profits received 
in lieu of, or in addition to, salaries or wages which are paid to an 
employe by or on behalf of any employer. Under the Act of 1918 
the income chargeable under this head applied only to “ salaries ” 
in the above sense when paid by or on behalf of Government, a 
local authority or company, any other public body or association 
or by or on behalf of any private employer who had entered into an 
agreement with the Income-tax Officer to recover the tax on behalf 
of Government, but under the present Act it applies to all salaries 
paid by or on behalf of every private employer, the obligation to 
deduct income-tax from salaries being under section 18 {2) of the 
Act an obligation on every employer. 

A payment made on retirement, etc., to an employee from a 
private Provident Fund, that has been formed into a genuine Trust, 
cannot be regarded as a payment of salary within the meaning of 
section 7 {!) of the Indian Income-tax Act, XI-1922, because (for 
one thing) the trust is not the employee’s employer. Such o pay- 
ment is therefore not liable to taxation by deduction of tax at 
source. 

Accumulated balances when paid to employees of recognised 
provident funds are however exempt irom tax if they satisfy the 
provisions of section 58-G {vide paragraph 20- A). 
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ITor tlie interpretation of “ salaiy ” for the purposes of recog- 
nised provident funds, see paragraph 20-1’. 

Tees (other than retaining fees) paid to Government pleaders 
and Public Prosecutors are not ‘ salaries ’ within the meaning of 
section 7 of the Act, but “ professional earnings within the mean- 
ing of section 11 of the Act, 

The proviso to sub-section {!)• applies only to compulsoiy de- 
ductions made under the authority of Government and not to 
compulsory deductions made b}’- other emploj'crs (see paragraphs 20 
and 20A). The amount exempted under this proviso has, however, 
to be taken into account under section IG (7) in computing the 
total income of an assessee for the purposes of determining whether 
he is liable to tax and the rate at Avhich he is to be assessed. An 
assessee, for example, who has a salary of Ps. ISO per mensem or 
Us. 2,1G0 per annum and from whose salary a comulsoiy deduc- 
tion is made b}^ the authorit}^ of Government of Ps. 300 per 
annum of the nature referred to in this proviso is liable to pay 
income-tax on Ps. 1,860 at the rate applicable to an income of 
Ps. 2,160. 

Under section 58 of the Act this proviso does not apply to super- 
tax, that is, no allowance of this kind is made for super-tax pur- 
poses. 

As regards “ perquisites ” see paragraph 22. 

Pewards for passing language examinations are not taxable un- 
less by the conditions of his employment the assessee is compelled 
to pass the examination. Where they are taxable, they are tax- 
able as salaries and tax should be deducted ai source. (See also 
paragraph 22.) In regard to examiners’ fees, if (he conduct of the 
examination is part of the assessee’s duties, (he position is precisely 
the same as in regard to rewards for passing an examination. Even 
if it cannot be said that the assessee is under any obligation to do 
the work for which the fees are paid, the fees will be liable to tax 
if the work done can be regarded as incidental to the exercise of 
the asse.ssee’s profession, occupation or vocation, as when a school- 
master conducts an examination or a vakil sets or values papers 
in a law examination and should then be taxed as “ Professional 
earnings ”. When there is no such close connection between the 
work done and the assessee’s profession, for example, if a member 
of the Indian Civil Service set a paper in history, it would still 
be for the assessee to prove that the income was non-recAirring, and 
in the absence of such proof the income would be taxable as income 
from “ other sources ”. In such a case it would hardly be possible 
to tax such fees on the first occasion on which the assessee received 
them, but if he again received them in the following year the first 
year’s fees could be taxed under section 34. 

Honoraria or fees paid to Government servants by local bodies 
or private persons, companies, etc., for professional work, the whole 
of which are in the first instance credited to Government, alter 



171 


[25-26 


which the whole or part is drawa under proper sanction by the 
government servant concerned on a bill, should be taxed as salary 
by deduction at source. They are obviously fees, commissions, or 
perq^uisites received in addition to salary and paid by or on behalf 
-of Government [section 7 (7).] 

For classes or portions of “ salaries ” which are entirely exempt 
fi'om tax, see paragraph 17. 

Income under this head is included in the income of the vear 
in which it is received irrespective of the period in respect of which 
it was earned, with the exception that where an officer of Govern- 
ment or any other employee takes an advance of pay, the tax is not 
•chargeable on the advance, but the tax is charged on the full salary 
•of the month in which the advance is recovered by deductions with- 
■out any regard to the deduction. In cases where the payment of 
••an assessee’s salary in advance or in arrears makes his income assess- 
able at a rate higher than that at which it would otherwise have 
been assessed, he may be granted relief under section 60 {2). 

A portion of a salary withheld under the orders of a Court is 
liable to tax. 

26. Salaries paid in India hut outside British India. \^Se''iion 
7 (2).] — See paragraph 1. This sub-section makes chargeable, 
under this head, salaries paid from Indian revenues to Govern- 
ment employes in any part of India and salaries paid by a local 
•authority established in exercise of the powers of the Governor 
^General in Council. All servants of Government or of such local 
■authorities are, therefore, liable to pay tax on their salaries if they 
■are emnloyed in any part of India and irrespective of their 
nationality. 

The -Words “or any servant of His Majesty ” in this sub-sec- 
tion were inserted in the Act of 1918, so as to bring all servants 
•of the Crown, whether British subjects or not within the purview 
•of this sub-section, on the ground that it seemed unnecessary to 
•give to persons who were not British subjects specially favourable 
treatment which was not accorded to British subjects. 

The pay of officers whose services have been lent to, and whose 
salaries are paid by. Indian States are not chargeable to income- 
tax under this section unless they are drawn or received in British 
India; but the leave allowances and pensions of such officers are 
chargeable to income-tax unless covered bv any of the exemptions 
in parag-raph 17. The Government of India recover contribu- 
tions at fixed rates from the Indian States to meet the cost of leave 
allowances and pensions of officers iti foreign service and make 
themselves responsible for paying the leave allowances and pensions 
■of their employes earned in foreign service. The portion of salaries 
t>f Government officers serving in Indian States, which is paid in 
the first instance by the Government of India but is subsequently 
Tecovered from the State concerned, is not liable to income-tax. 
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27. Sala7'ies, etc., ■paid outside India . — Under exemptions- 
J>[os. 21 — 25 quoted in paragraph. 17, leave allowances or salaries 
paid in the United Kingdom to, or drawn from any Colonial 
treasury by, officers of Government on leave or duty in the United 
Kingdom or in a Colony and the pensions of officers of Government 
residing out of India, Avhich are paid in the United Kingdom or- 
are drawn from any Colonial treasury, are exempt from tax. 
Similarly under exemptions 23 and 27 leave salaries or leave allow- 
ances paid in the United Kingdom or in a Colony to officers’ of local 
authorities or to employes of companies or of private employers on 
leave in the United Kingdom or in a Colony and pensions paid in 
the United Kingdom or in a Colony to officers of local authorities, 
or to employes of companies or of private employers, provided such 
officers or employes are residing out of India, are exempt from 
tax. Yacation salaries paid in the United Kingdom or in a Colony 
to Judges of High Courts or of Chief Courts, to Judicial Commis- 
sioners or to other officers of Government when on vacation therein 
are also exempt from tax — vide exemption No. 24 in paragraph 17. 

Pay and allowances drawn by officers from the Indian revenues- 
which are earned by them by service outside India are not liable to 
the tax unless they are drawn or received in India. 

28. Interest on securities. (Section S .) — As regards sterling 
securities, see paragraph 16. 

The interest chargeable under this section is the interest only 
on securities of the Government of India or of a local Government 
or on debentures or other securities for money issued by or on behalf 
of a local authority or company. It does not include the interest 
on debentures issued by firms, associations, clubs, or individuals- 
the interest on which is chargeable xinder section 10 or 12. 

"With reference to the first proviso the Government of India 
War Bonds, 1920, 1921, 1922, 1923, 1924, and 1928, 5 per cent, 
loan 1945-55, Five-year G per cent. Bonds, 1926, Five-year 6 per 
cent. Bonds, 1927, Ten-year 6 per cent. Bonds, 1930, Ten-year 6- 
per cent. Bonds, 1931, Ten-year 6 per cent. Bonds, 1932 and Ten- 
year 5 per cent. Bonds, 1933, have been issued income-tax free. 

The second proviso to this section prescribes that where a local 
Government issues a security as income-tax free, the income-tax 
on the interest thereon shall be payable by that local Government. 
So far as investors are concerned, therefore, securities issued Income- 
tax free, whether by the Government of India or by local Govern- 
ments, stand on exactly the same footing, that is, income-tax is 
not payable on the interest received therefrom by the assesses, but 
the interest received therefrom is taken into account under section 
16 (1) of the Act in determining the total income of the assesses • 
for the purpose of deciding whether he is liable to income-tax and 
also for determining the rate at which he shall pay income-tax on 
his other income. It should be included in the total income of the- 
year in which it is paid. The same remarlcs apply to Government 
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-securities pui’cliasecl tlirougli tlie J?ost Offa.ee and. field in tfae custody 
• of ifae Accountant-General, fPosts and Telegrapfas {sec paragrapfa 
17-A). Super-tax is, iiowever, payable by tfae recipient in respect 
^of suefa interest, since, under section 58 of tfae Act, tfae provisos 
to tills section do not apply to super-tax. 

For interest on oilier securities, wfaiefa are entirely exempt from 
tax, see paragrapfas 17 (7), (8), and (28). 

For interest on securities faeld by Provident Funds, etc., see 
^paragrapfa 21. 

Tfae interest on seeuidties faeld by a Co-operative Society is liable 
to income-tax (see paragrapfa 17-A). 

Wfaere a banlr or otfaer concern engaged in business similar to 
tfaat of a Bank receives deposits or loans in tfae course of its busines*^ 
-and invests tfae money so borrowed as occasion arises, it should be 
allowed in computing its liability to income-tax to set off tfae entire 
interest on such borrowings against its entire income liable to tax. 
No attempt should be made, for example, to allocate a proportion 
of tfae borrowed money to investments in tax-free securities and to 
-set off tfae interest on such proportion against tfae tax-free securities 
instead of against tfae taxable income. 

But (as an exception to tfae foregoing) in the rare cases in which 
dliere is definite proof (not a mere inference) tfaat a certain sum 
was specially borrowed by a Bank or similar concern for the pur- 
pose of investment in tax-free securities and has been so invested, 
ifae interest on the money so borrowed should be set off against 
tfae interest on tfae tax-free securities and not against tfae income 
liable to income-tax. 

Assessees otfaer than Banks or similar concerns may set off 
interest on money borrowed specifically for investment in taxable 
securities or shares, and so invested, against their income liable to 
tax taken as a wliole, and not merely against tfae interest on such 
securities or tfae dividends on such shares. In all such cases there 
must be clear proof and not a mere inference tfaat tfae money was 
specifically borrowed for such investment and actually invested. 
They cannot be allowed to set off against their income liable to tax 
interest on money borrowed for investment in tax-free securities 
and so invested. 

Income-tax (but not super-tax) in respect of income chargeable 
under this head is deducted at tfae source [Section IS (<5)]. 

29. VroferUj. {Section 9 .) — Tfae tax is payable under this head 
in respect of property consisting of any building or lands appur- 
tenant to a building by tfae owner of such property. Lands not 
attached to a building are not chargeable under this section. Tfae 
income derived from vacant lands let out in urban areas for tfae 
-purpose, e.g., of storing materials is chargeable to tfae tax under 
•section 12. 
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Buildings or lands occupied by tbe owner thereof for the pur- 
poses of bis own business ore not liable to tbe tax under tbis bead. 
Tbis particular provision was inserted in order to avoid tbe un- 
necessary complications in previous Acts under wbicb tbe annual 
value of sucb propertj'- was liable to tbe tax under tbis bead and a 
corresponding deduction was allowed to tbe owner under tbe bead 
“ business ” (Section 10). 

It is to be noted that it is only tbe owner wbo is liable to pay- 
tax under tbis bead. Where a person derives an income from bouse 
property wbicb be bolds on lease, sucb income is chargeable under 
section 12 — “ other sources 

30 . Proiierty — Definition of annual value. [Section 9 ( 2 ).] — 
Tbe tax is, under tbe bead “ properly ”, chargeable in respect not 
of an}' actual rental or cash received, but of tbe “ hand fide annual 
value ”. Tbe hand fide annual value of a biiilding is tbe full 
market value at which tbe building could be let from year to year 
irrespective of any charges by way of municipal rates or taxes there- 
on. It therefore differs from tbe actual annual rent payable on a 
long term lease or tbe actual rent payable on a yearly lease under 
a privileged rental or with tenant’s liability to pay owner’s rates 
or taxes. Tbe only limitation on taking tbe full market value i& 
that in cases where tbe property is in tbe occupation of tbe owner 
for tbe purposes of bis own residence tbe “ annual value ” is re- 
stricted to a maximum of 10 per cent, of tbe ” total income ” of the- 
owner. Tbe phrase “ total income ” in tbis definition has the- 
meaning given to it in section 2 (7-5) of tbe Act. viz., ibrome, pro- 
fits and gains of sucb owner from all .«!ources to wbicb tbe Act applies 
and, therefore, does not include income derived from any of the- 
sources specified in section 4 {3) of tbe Act, (sucb as, for example, 
‘‘ agricultural income ”), which are exempt from tbe tax. 

31 . Deductions allowed in rcsiiect of froyerty. — ^It is to be parti- 
cularly noted that, as stated in paragraph 53, no deductions are- 
permissible on account of any municipal or local rates or taxes in. 
respect of property. Nor can any allowance be made for brokerage 
for raising loans on mortgages and legal charges relating thereto- 
since sucb charges ore in tbe nature of capital charges. The only 
deductions from tbe “ annual value ” permissible are those speci- 
fied in section 9 (7). 

Where an assessee is tbe mvner of several items of property 
within tbe meaning of section 9 (7), tbe allowance admissible under 
that section should be worked out with reference to tbe annual 
valuation of tbe property taken as a whole and not item by item. 

Ordinarily, no expenditure is allowed as a deduction in calculat- 
ing income for the purposes of tbe Act except sucb expenditure as 
has been incurred solely for tbe purpose of earning that income. 
Under clause {iv) of sub-section (7) of section 9, there is no sucb 
restriction, so fbat a property owner is entitled to set off, against, 
tbe annual value of property, tbe interest payable on a mortgage 
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or otlier cliarge upon the property irrespective of the purpose for- 
which the encumbrance was created. 

The proviso to sub-section (I) of section 9 has no application to- 
interest on money borrowed for business purposes even though such 
money may have been borrowed on the security of the assessee’s 
property. 

32. Froof of expenditure loliere deductions are claimed in respect' 
of “ property ” . [^Section 9 (i).] — The allowance on account of. 
repairs, \_viz., one-sixth of the annual value in the case specified 
in clause {i), and in the case specified in sub-clause (n), the amotmt 
permitted by that clause] is a fixed allowance which should be 
granted without proof of the actual expenditure in any year and 
ii-respective of the amount of such expenditure. It should also be- 
allowed in fiill even when an allowance is given for “ vacancy ” 
under section 9 (I) (vii). The allowances on account of the annual 
premium paid to insure the property against risk of damage or de- 
struction or on account of annual charge or ground-rent or land' 
revenue or of collection charges must be supported by proof of the- 
actual expenditure. Interest that has fallen due on a mortgage- 
shohld, however, be allowed as a deduction even though it may not 
have been actually paid. 

33. Property. Insurance dednictions. \_Section 9 {!) (in).] — 
The only insurance deduction permissible is the amount of the- 
annual premuim paid to insure the property against risk of damage - 
or destruction. In some cases owners insure against loss of rent. 
Where an owner asks for an allowance on account of the annual 
premium for such, insurance it should be allowed if such owner 
agrees to pay tax on any amount recovered from the insui'ance- 
company. Where no such allowance is claimed or allowed tax is 
not to be charged on the amount recovered from the insur-- 
ance compan3\ 

33-A. Property. “ Charge.” \^Section 9 {!) (iu).] — Deduc- 
tion should be allowed on account of any “ charge ” secured on the- 
property and not merely of the interest on such a charge. 

34. Property. Collection charges. {^Section 9 {!) — As- 

regards collection charges rule 7 fixes 6 per cent, of the annual' 
value as the maximum amoimt permissible. Where a house has 
remained vacant for a pefiod,-this maximxtm, of course, would 
never be reached and in many cases there will be no collection- 
charges. -The maximum amount permissible should be reduced in 
all cases where a house has remained vacant for a period to 6 per 
cent, of the annual value as diminished by the amount alloAved in- 
respect of vacancies. Proof must alwavs be given of the- 
collection charges having been incurred. Rule 7 simply provides- 
that, where there is proof of collection charges, such charges may 
be allowed subject to the provision that in no case shall the amount- 
allowed on account of collection charges exceed 6 per cent, of the- 
annuai value. 
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Legal expenses incurred in recovering rents from tenants should 
be treated as a permissible deduction included in collection charges 
i-.subject to the following conditions: — 

(a) Only net legal expenses, that is, expenses after deducting 
any costs recovered from the opposite party will be 
deducted. 

[h) The actual expenses incurred in excess of the costs deducted 
will be allowed in the year in which the decree is passed ; 
a further allowance for costs proved to be irrecoverable 
will be given later, if necessary. 

(c) The total allowance for collection charges including legal 
expenses allowed must, of course, not exceed the statu- 
tory 6 per cent. 

34-A. Profcrty. Deduction for unrealised rent. — Unrealised 
rent on any property is exempt from income-tax and is also ex- 
cluded in computi)ig the total income of an assessee, provided 
• that — 

(a) the tenancy is bond fide: 

(b) the defaulting tenant lias vacated, or steps have been taken 

to compel him to vacate, the property; 

(c) the defaulting tenant is not in occupation of other pro- 

perty of the assessee; and 

(d) the assessee has talcen all reasonable steps to institute legal 

proceedings for the recovery of the unpaid rent. 

35. Property. Allowance in respect of vacancies. [>Sectzo« 9 
(1) {vii).'] — No fixed rule can be laid down regarding the allowance 
to be granted in respect of vacancies under clause (vvi). Property 
is taxed on the “ annual value which, as noted above, is the com- 
mercial rent of a house — the rent which it would fetch if let by the 
year. Where tlie property is let at an annual rental correspond- 
ing to the annual value it would be fair to allow a proportiona'te 
deduction corresponding to the period of the vacancy, that is, if it 
were vacant for half the year, half tbe annual value might be 
allowed. Property may be let on short lease for a period less than 
one year and fetch a rent for that period far in excess of what has 
been fixed as the “ annual value ”, and in such cases no allowance 
obviously can be given. Where a claim is made on account of 
vacancies, the owner should be asked to state what the actual rental 
was that he had received for the period of the year during which 
the property was let and the amount allowed on account of vacan- 
cies should, under no circumstances, exceed the amount by w'hich 
the rent received falls short of the annual value. There can, of 
course, be no allowance in connectioii with anv property which is 
reserved by the owner for his private occupation. A claim on 
account of vacancies can only be entertained in connection with 
property that is usually let. 
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It is for tliis reason tliat the Act does not contain a complete 
.-statement of the deductions or allowances that are permissible or 
.not permissible in working out business profits or professional earn- 
ings, since certain allowances or deductions can only occur where 
the mercantile accountancy system is adopted. There can, for 
-example, be no allowance for “ bad debts ” where the cash basis is 
the , method of accountancy employed. Under the mercantile 
-accountancy system, as noted above, an entry is made on the receipt 
•.side vhen a sale is concluded, although the money on account of 
•such a sale has not been paid and in making \ip the accounts at the 
•end of the year sucli entries are treated as receipts, and the tax is 
levied on these “ book profits.” It ma 3 ^ happen that some of these 
“ book pi 0 fits ” cannot be recovered; thcj' are written olf as ‘‘ bad 
debts ” when found to be irrecoverable; and since such boojc pro- 
fits ” have been included in the income assessed to income-tax, the 
bad debts ” must be written olf against the “ book profits ” in 
the year in which thej'' are written olf in the accounts as irrecover- 
able. Where the cash sj'stem is adopted, there can be no “ bad 
■ debts ”. 

A bad debt or irrecoverable loan cannot be allowed as a deduc- 
diou unless : — 

(o) the assessee has written it olf his accounts. 

{h) it has actually become bod or irrecoverable, and 
(c) it actuallj' became so in ihc “ year ”. 

The word “ irrecoverable ” in the term “ irrecoverable loan ” 

• should be given a wider sen.se than its technical legal meaning. 

The fact that a loan or other debt has become legally “ irrecover- 
able ” is not conclusive, evidence that it is actually irrecoverable or 
■“ bad ”. But a loon or otlier debt that has become legally irre- 
coverable should ordinarilv be treated as actually irrecoverable or 
bad ”, unless the assessee proves it to be otherwise. 

The contention often put forward bv assessees, or their 
representatives that if a debt or 'loan is written olf it can no longer 
'be recovered by suit, should not be admitted becaxise a creditor 
who has written olf a debt or loan in his accounts as bad or irrecover- 
•.able is not in any way debarred from suing for its recovery unless 
•the act of writing off is communicated to the debtor or it is agreed 
i'between the creditor and debtor that a certain amount shall be 
•-paid and accepted in full satisfaction. 

Again, it will be the method of accounting that will determine 
4;he particular year in which allowances common to both systems 
of keeping accounts may be made. In sub-section (2) of section 
'10 of the Act provision is made for allowances on account of rent 
paid, interest paid on capital borrowed, the amount of premium 
paid in respect of certain classe.s of insurance, amount paid on 
-account of current repairs, etc., and stib-section (o) of section 10 
-stales that the word “ paid ” means actually- paid ” or “ in- 



179 


t 


[ 37 - 4:0 


'curred ” according to tlie method of accounting upon the basis of 
which profits or gains are computed, i.e., where the cash basis is 
^adopted, it will be the date of actual paj’^ment that will determine 
the year in which such allowances may be made, whereas if the 
mercantile accountancy system is adopted, the allowances can be 
'Claimed in the year in which the liability to pay accrued. 

38. Method of accounting “ regularly employed {Section 
13). — ^The method of accounting regularh’- employed by an assessee 
for the purposes of his business should, so far as possible, be the 
method adopted for working out his profits for income-tax purposes ; 
but the Income-tax Officer lias to decide v.’hethev that method of 
accounting is the one regularly employed for the purposes of the 
assessee’s business and ■vdiether it is such as to reflect clearly the 
taxable profits for the “ previous year In most cases this should 
-cause no difficulty. Doubtful cases should be refeired to higher 
authorities. As an example of the principles to be followed in 
.settling doubtful cases two instances of such cases are given. It 
is the practice amongst certain merchants to prepare their accounts 
on the basis of the mercantile accountancy system in respect of 
■'transactions between themselves and members of their own com- 
munity, but on the basis of ca.sh payments in the case of transac- 
'tions between themselves and their customers. Provided that the 
•same system is continuously employed, there appears to be no 
reason why this particular practice should not be considered to be 
•a “ method of accounting regularly employed Again there are 
•cases where the various branches of a business are only closed 
once in three or five years and where tb.e accounts of the branches 
are not annually incorporated in the head-quart?rs business’s 
■accounts. In such a case it might be possible to assess either on the 
•4iverage annual profits of the branches as disclosed by the accounts 
last filed or on the actual profits brought to account owing to parti- 
ocular branches closing in pai iicular years. 

The eases in which an assessee desires to change his accounting 
■system should be rare and where such a request is made, the Income- 
tax Ofiiccr in considering it shoxild, as in the similar case of a 
•demand for a change in the “ previous year ” (paragraph 6), if he 
is prepared to allow the change, take steps to secure that no profits 
•escape taxation on account of the change. While section 13 leaves 
it to the discretion of the Income-tax Officer to decide whether a 
•particular sj^stem of accounting should be accepted or whether 
a change in the system of accounting should be allowed, the discre- 
'tion of the Income-tax Officer in this matter can be questioned in 
the course of an appeal against an assessment under section 30, i.e., 
it may be made one of the grounds of appeal in contesting the 
assessment of the profits. 

39. Business {Section 10). — '' Any business ” in sub-section 
"(1) of the section means “ any business or businesses ”. 

40. Business deductions. General. — ^While, as stated in para- 
•graph 37, it is not possible, owing to the variety of accounting 
'Systems, to pre.scribe exhaustive lists of deductions that are or are 
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not permissible in tbe case of all businesses, section 10 (2) contains 
a list of allowances that are permissible in the case of all buinesses. 
The following is a list of the deductions that are not permissible 
in the case of any business whaterer the system of accounting may 
be that is adopted : — 

Reserves for “ bad debts ” or for “ provident or other fimds. 
or any other purpose such as the equalisation of profits or dividends 

Expenditure of the nature of charity or presents; 

Expenditure of the nature of capital; 

Cost of additions to, or alterations, extensions or improvements-- 
of, any of the assets of a business; 

Sums paid on accoiint of income-tax or super-tax in India or 
elsewhere or any tax levied by any authority other than land' 
revenue, local rates or municipal taxes in respect of the portion of 
the premises only which is used for the purposes of the ' business ; 

Drawings or salaries of the proprietors or partners; (c/. Madras- 
High Court, Case No. 8 of 1921, Board of Revenue, Madras, 
versus B. S. Mining Co., Gudur I, Srinivasan’s Tax Cases, page 
176) ; 

Interest on the proprietors’ or partners’ capital including- 
interest on reserve or other funds; (c/. Allahabad High Court, 
Case No. 223 of 1923, in the matter of Lalla Mai Hardeo Das- 
Cotton Spinning Mill Co. of Hathras I, Srinivasan’s Tax Cases,, 
page 266) ; 

.Private or personal expenses of the assessee; 

Rental value of property owned and occupied by the owner of a; 
business for the purposes of the business; 

Losses sustained in former jmars; 

Any loss recoverable under an insurance or a contract of 
indemnity ; 

Depreciation of any of the assets of the business other than the 
depreciation allowed under section 10 (2) (vi ) ; 

Any sums paid on account of any cess, rate or tax levied on the- 
profits or gains of any business or assessed at a pi'oportion of or 
otherwise on the basis of any such profits or gains ; 

Any expenditure^ of anj-- kind which is not incurred solely for 
the purpose of earning the profits. 

41, Business deductions. Irrecoverable Loans. \Section 10" 
(2).] — Where an assessment is made of profits or income from a 
banking or money-lending business, loans which cannot be recovered 
should be deducted from the assessed profits of such business at 
the time when such loans can be definitely proved to be iiTecover- 
able. Eor example, if a banker has lent out 5 lakhs of rupees and 
received Rs. 50,000 as interest but has diiring the same year lost 
an irrecoverable loan of Rs. 25,000, he should be assessed on- 
Ra. 25,000. Similarly, if the same banker receiving Rs. 50.000 
as interest on his loans suffers a loss- of' an* irrecoverable loan- 
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.-amoTinting to one laldi during tlie same year, tlie income to be 
assessed to income-tax from the money-lending business in that 
year will be nil. These examples will apply whether the assessee 
Jiad previously been assessed to income-tax or not. 

This instruction will also apply to the assessment of other 
traders, where loans have been made in connection with the busi- 
ness and in which the loans are of the nature of the business and 
the loss is a true trading loss. 

The irrecoverable loans in the sense referred to in this paragraph 
are sometimes confused with the “ bad debts ” described in para- 
graph 37, but they are of a totally different nature. Money lent 
•out on interest is the stock-in-trade of a money-lender or banker 
and the loss of such stock-in-trade can clearly be regarded as a 
trading- loss like the loss of the stock-in-trade of anv other trader 
where the loss is not covered by insurance. In settling claims of 
this nature the question has always to be considered whether money- 
lending is, or is not, a part of the business of the trader in question. 
The investment of savings or occasional loans made to acquain- 
tances cannot be considered to be loans made in the course of 
trading. 

42. Alloioance on account of rent of husiness premises. [Sec- 
tion 10 (2) (t).] — The allowance referred to in this clause is only 
in respect of that portion of the premises in which the business is 
•carried on and the same limitation applies to all allowances relating 
to premises or buildings in claiises (ti), [iv), {v), (vi) and (viii). 
Where premises are owned by the owner of the business, of course 
no allowance on account of rent, is permissible since the owner 
is not liable to pay tax on the annual value of such premises 
under section 9. Wliere the trader resides in a part of the busi- 
ness premises, the full rental cannot be set against the profits 
and the Income-tax OfBcer must, in each case, determine the 
portion of the rent that may so be set off. 

43. Allowances on account of repairs of husiness premises . — 
Where the assessee is himself the owner of his business premises, he 
is allowed as a deduction the amount spent on repairs each year on 
the portion of the premises \ised for the purposes of the business 
under section 10 {2) (v) ; wliere he is the tenant of the premises, he 
is, under section 10 (2) (ii), allowed the amount expended by him 
■on repairs if his lease requires him to execute repairs. Wliere the 
premises are occupied partly as a residence and partly for the pur- 
poses of a business, the same proportion of the disbursements on 
repairs should be permitted to be deducted as is taken in calculating 
the rent permissible under section 10 (2) (i). 

Tlie phrase “ current repairs ” in section 10. sub-section (2) (v) 
should be interpreted to mean such repairs required to keep 
building, machinery, plant and furniture, in seryiceable condition,, 
as are rendered necessary by ordinary wear and tear (as onnosed to 
accidental or wilful damage or other unusual causes') and are of 
their nature recurrent (supposing that the owner displays reason- 
-able care and prudence in keeping the asset, whateyer it may be. 
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in good order) at comparatively sliort intervals — say, at least, once 
in two or three years. It also includes minor re]jlacements (in, 
respect of wliicli it would he absiu'd to expect an entry to he made 
in a block account or similar record or in any records maintained 
for the pur^mses of calculating' depreciation) and also mere adjust- 
ments of existing parts and in the case of jnachineiw or plant, any 
replacement or I’enewal which is not so extensive as to destroy, its 
identity. 

Expenidture on an 3 'thing that, if it had been done when the 
asset was new, would have increased its capital value should be 
regarded as capital expenditure, 

44. Business — AUoumnee in rcsfccl oj borroicccl ca-piUih 
[Section 10 {2) (fiV).] — The allowance under this clause can only 
be given where pajuneut of tlie interest, is not in aiu- way dependent 
on the earning of the profits. It cannot be allowed, therefore in 
respect of an}’^ borrowings the interest on which is not iinj'able 
unless profits are earned or the interest on which varies according 
to the amount of the profits earned. In all cases it will be a ques- 
tion of fact whether the jiajunent of intmest is or is not actual!}' 
dependent on the earning of profits. No allowance can be made in 
respect of the share capital of companies or of the capital put into- 
a firm by the partners; but a company is entitled to an allowance- 
of the interest paid on its debentures and a firm to an allowance 
of interest of money borrowed under a mortgage. On the oilier 
hand, a firm alleging that it has no indejiendent capital and that 
it is working onh' on capital lent by the partners at a definite rate 
of interest which must be deducted from the earnings of tlio firm 
before its profits can lie declared, is not entitled to allowance under 
this section unless defunic proof is given thoi a imrticlnar partner 
has made a legal loan to the firm, i.c., a loan under an instrument 
on which he can sue and under which interest at a fixed rate is 
to be paid to him annuall}' irrespective of the earning of ain- 
profits. (C/. Allahabad High Court, Case No. 223 of 1!)23, in the 
matter of Lalla Mai Hardeo Has Cotton »S])inning Mill Co. of 
Hathras I, Srinivasan’s Tax Cases, page 2GG.) Similarlj' the share- 
of profits given to Mohammedan depositors in lieu of intore.st on 
borrowed capital cannot be allowed a.s a business expense. 

Salaries or commission paid to a jiartner can, under no circum- 
stances, be treated as a busine.^s expense. 

No rule ha.‘! been made under the ” explanation to this clause 
defining what Mutual Ilenefit Societies are to have the benefit of 
the “ explanation ”. It has been found that the “ explanation ”, 
if applied, is likelj- to give inorq trouble to the societies than the 
present procedure. Executive instructions have however been 
issued that in the case of such societies (which appear to bo peculiar 
to the Madras Presidenc}') where the taxable income is Its. 5,000 
or under and where the “ shareholders ” or “ subscribers ” reside 
within the limits of the circle of one Income-tax Officer, the com- 
pail}' or society should not be assessed direct to income-tax, but 
the principal officer should furnish the Income-tax Officer with a 
list of the amounts paid out to subscribers showing the original 
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subscriptions or capital invested and tlie interest tbereon and tlie 
Income-tax Officer should ascertain what particular recipients of 
these payments are liable to tax and should add the amount of 
interest that they have received to the income on which they would 
'other^vise have been assessed, that is, he should assess the recipients 
-direct. 

45. Ihisiness — Allowaitces in respect of insurance premia. 
J^Section 10 (2) (•i'w).] — The allowances under this clause are re- 
stricted to insurance policies taken out against the risk of damage 
or destruction of buildings, machinery, plant, furniture, stocks or 
stores, used for the purposes of the particular business of which 
the profits or gains are being calciilated and no allowance can be 
made on account of premia in regard to other insurances. Further, 
n.ny sums not actually expended on premia but merely set aside 
by a company or firm as an insurance fund are simply a particular 
description of reserve and no allowance or deduction can be given 
in respect of such reserves. 

The Act does not contemplate the deduction of premia on 
nccount of insurance against a loss of profit. If, however, the 
•owner of a business elects to claim any such allowance, he should 
signify his intention to the Income-tax Officer — and if he makes a 
declaration in writing, undertaking generally to pay the tax on 
any amounts recovered from an Insurance Company under any 
such policy or policies, the allowance will be granted in respect 
•of the premia for any such policies that he may have taken out 
not more than a month before the date of sxich declaration or that 
he may take out subsequent thereto. "Where no allowance is asked 
or allowed in respect of siich poliev, an}' sums received from the 
Insurance Company on account of the policy will not be liable 
to tax. 

46. Allowances in respect of depreciation . f Section 10 (2) 
— ^The allowances permissible under this clause are prescribed 

in rule 8 and the information that must be furnished in order to 
obtain an allowance is set out in rule 9. It is only the particular 
classes of bitildings, machinery, plant or furniture mentioned in 
rule 8 in respect of which the depreciation allowance can be 
claimed, and the buildings, machinery, plant or furniture for which 
•depreciation allowance is claimed must be used for the purposes 
of the particular business of which the profits or gains are being 
computed. Flo allowance can be claimed on account of deprecia- 
tion. for examule, of any portion of a birildinff which is used as a 
residence by the assessee. Further, the buildimrs, etc., must be 
the property of the assessee. FTo allowance can be claimed if they 
•are leased from others. 

BuildinffS belonging to the owner of a business and used by him 
in order to house his employes are buildings used for the purpose of 
"business if the owner charges no rent. If, however, rent is 
•charged , fection 9 would apply. 

"Wlien a person succeeds to a business, the depreciation allow- 
ance due to him in respect of buildings, machinery, etc., taken 
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over hy him from liis predecessor sliould’ Be vrorked out on tlie' 
Basis of original cost to tBe successor (not on tlie cost to tBe prede- 
cessor). Tlie same will apj>ly where the person is not a successor 
But merely a pxirchaser. (Saraspur Mills Co., Ltd., AhmedaBad 
versvs Commissioner of Income-tax, BomBay — Civil Reference 
!Xo. 3 of 1931, High Court of Bomhaj’.) 

Depreciation should Be allowed on the cost of setting up 
machinery and plant, that is, the expression “ original cost ” in 
section 10 [2) (vi) should Be held to include the cost of freight, 
pay of Engineer and staff who erect the machinery, put it in 
working order, and carry out experiments to test it. The rates of 
depreciation allowance fixed in rule 8 are fixed rates for the whole 
of India. Depreciation at those I’ates must Be allowed each year 
when there are sufficient profits, and only the excess of the depre- 
ciation allowance over profits can Be carried forward from year to- 
year until absorbed, and this practice must Be followed whether 
the depreciation allowance is adjusted in the accounts of the assessee- 
or not and irrespective of the amount shown in the accounts. It 
is for this reason that in the form of returns of income prescribed 
in rules 18 and 19 any amounts entered in the accounts of an 
assessee for the depreciation of any of the assets of the Business 
must Be wi'itten Back as the amount allowed for income-tax pur- 
poses is the amount prescribed in the rules and not the amoxmt 
entered in the Books or the assessee. 

Where an assessee owns more Businesses than one, any part of 
the depreciation allowance in respect of one Business, that cannot 
Be set off against the profits of the same Business, owing to the 
profits in question Being insufficient, shall Be set off, if possible, 
against the profits for the same year of any other Business or 
businesses owned By the assessee. Any amount of depreciation 
that cannot Be set off against the assassee’s Inisiness profits for the 
same year, whether he owns one Business or xnore, shall Be set off 
under section 24 against his income, profits or gains under any 
other head in that year. Any part of the depreciation allowance 
due to an assessee that cannot Be set off against his income, profits 
or gains under all heads for the year in question, shall Be carried 
forward to the next year under proviso (h) to sub-section (2) '(vi)' 
of Section 10 of the Act. The assessee should not Be allowed the 
option of cither sotting off unaBsorBed depreciation allowan(je 
against the profits of any other Business or against other heads of 
income, profits or gains on the one hand or carrying it forward on 
the other. 

This clause provides for the depreciation of furniture. But it may 
not suit the convenience of particular traders to ask that a depre- 
ciation account should Be kept up for petty items of furniture and 
a depreciation allowance on account of furniture should, therefore, 
Be granted only in cases in which it is asked for, in which event 
the cost of replacement should not Be allowed; where such depre- 
ciation allowance is not asked for, the cost of replacement should' 
Be allowed in the year in which the fxirniture is replaced. 
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Whatever depreciation allowances are granted, it will he neces- 
‘saiy to maintain an account showing the original cost to the assessee 
■of the plant, the amount of the annual allowance, the amount of 
the allowances already granted and the balance still to be allowed. 

The percentage allowance fixed in the rule for the permanent 
•way of electric tramways only covers cases where the number of car 
miles per mile or track does not exceed 125,000 car miles per 
annum. Where the number of car miles per mile of track per 
annum exceeds 125,000 special terms will have to be made in each 
case. Similarly special consideration should be given to each case 
where there are special circumstances such as exceptional gradients, 
the compulsory use of wood paving, etc., tending to show that the 
car mileage does not fairly represent the wear and tear of the 
track. The cost of renewing concrete foundations should be allowed 
as a trading expense as and when incurred, provided that, if the 
renewed foundations are an improvement on the old ones, so much 
■of the cost of the renewed foundations as represents such improve- 
ment should not be admitted as a trading expense. Amounts re- 
Teived for the old materials, -whenever renewals are effected, should 
be credited against ihe cost of the renewals, and if the old materials 
are not disposed of at the time or are used for other purposes, their 
estimated value should be deducted, subject to adjustment if neces- 
sary, as and when the old materials are disposed of. The percent- 
ages fixed for the depreciation of the permanent way are based 
lupon the estimated life of a track from a consideration of the 
number of car miles per mile of track, and consequently these per- 
centages may vary in connection with the same undertaking. It 
must be clearly understood that the revision of the life of a track 
■need not necessarily be deferred till the whole track is renewed, 
because it may become clear before that date that revision is neces- 
sary either in the direction of increasing or decreasing the average 
life. As regards the rate for general plant, machinery and tools, 
all other plant and machinery including workshop tools but exclud- 
ing loose implements, office furnitui'e and small articles which re- 
quire frequent renewals (expenditure on which is allowed as a 
business expense against revenue), should be lumped together and 
the rate of 5 per cent, depreciation should be allowed thereon in 
addition to the cost of repairs. No depreciation should be allowed 
on overhead equipment, i.e,, trolley wires and connections : all ex- 
penditure on maintenance and renewals should be charged as 
-working expenses, as and when incurred. 

The item “ Below ground — ^All to be charged to revenue ” in 
exception (1) under item 6 (Mineral oil companies) — B. (Field 
operations), in Rule 8 means that on the plant in question (pipes, 
etc.) below ground, depreciation is to be allowed at 100 per cent., 
■^0 that if the profits are insufficient in any year to allow of the full 
100 per cent., being written off against them, the balance can be 
carried forward, under proviso (6) to section 10 (2) (vi) of the Act 
•to subsequent years. 
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2s o depreciation allosvancos are granted to raihva 3 'S on account 
of depreciation of tlieir lolling stock ns renewal cliarges are allowed- 
as a business deduction. 

An assossee deriving income Ironi a railwa}' or tramway- (otlier 
tlian an electric traniwai') business may at bis o])tion require that in 
computing the profits or gains of such business the following allow- 
ance sball bo made in lieu of the allowances specified in clauses- 
(v), (vi) and (vit) of sub-section (2) of section 10 of the Act, namely: 

The actual expenditure incurred by the assessee during the- 
previous year on repair.s, replacements, and' renewals of 
plant, machinery, buildings and furniture which are the 
property’ of the assessee. 

If he, however, has exercised the option referred to above in. 
any 3 ’ear, he shall not be entitled to withdraw that option 
in an}’- subsequent year ivithout the consent of the Commis- 
sioner of Income-tax. 

2^^o depreciation allowance can be allowed on professional equip- 
ment, e.ff., surgical and dental instruments, because as the law 
stands, depreciation on machinery and plant, etc., can only be 
allowed in computing income from business, and not under section- 
11 in computing income from a profession. The cost of replacing 
(as distinguished from original and additional purchases) such 
instruments should be allowed as an expenditure wider section 
11 ( 2 ). 

As .stated in paragraph 40, no allowance can be made on account 
of the depreciation of the assets of a business other than the parti- 
cular items mentioned in this sub-clause and in rule 8, No- 
depreciation allowance, for example, is permissible to provide for 
the amortisation of capital sums paid on account of the purchase 
of the lease of a mine or for tlie depreciation of Avasting assets such- 
as coal. Depreciation allowances should, hoAvever, be allowed for 
sinking shafts, tramAvays and sidings in coal mines, AA'hich are 
included in the term “ plant 

Where a business of sucli a nature that the profits derived from- 
it were not previously liable to tax owing to a special exemption- 
conferred eitlier by statute or by notification, or rule haAung the 
force of law (examples are Shipping Companies and Indigo Com- 
panies), is taxed for the first lime, the asse.ssee is not entitled to- 
claim in the first year of taxation, under proA’iso (h) to section 10 
(2) (vi), accumulated depreciation alloAvances for all the years 
uuritAg Avhich the profits of the Imsiiiess were not liable to tax. 
But in sucli cases depreciation must be alloAved year by year for 
tlie full period of 20 years (or AA-hateA’cr it may be). 

Shares and securities held as part of the capital of a business 
should be similarly dealt AA'ith. So long as snares or securities 
continue to be held by a comjiany. firm or indmdual as pari of his 
or its capital, any aepreoiation or appreciation in their market 
A'alue is out.side the scope of the Income-tax Act; and similarly, 
AA'hen the value of shares and securities so held (for example, the- 
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secT^ities constituting tlie reserve fund of a bank or other 
company) is realised, the transaction is a capital transaction, and 
no account should he taken for income-tax purposes of any profit 
or loss resulting from the sale. On the other hand, u-here an in- 
dividual company or firm habitually uses part of his or its resources 
in the purchase of securities or shares with a view to obtaining 
profit on their sale and the subsequent re-investment of the proceeds, 
the individual, company or firm is, in altering his or its invest- 
ments, cari'ying on a trade for the sake of obtaining profit there- 
from, and the profits secured or losses incurred are trade profits or 
losses which must be taken into account in determining the assess- 
ment to income-tax. It will, therefore, always be a question of 
fact to be decided on the merits of each case whether the changes 
in investment are of sufficient^ S3'stematic a character to consti- 
tute the exercise of a trade, but if the}’- are, the profits therefrom 
are liable to assessment, and an allowance must be made for 
any losses in calculating the amount of tax payable. 

47- Business — Obsolescence allowances. \_Scction 10 (2) 
(^•w).] — It must be particularly noted that the allowances under 
this clause can ouh* be given where the machineiy or plant- 
becomes obsolete. Where machinery or plant is sold for reasons- 
other than that it has become obsolete, no allowance can be given- 
Where a machine is sold no allowance can be given if the facts 
present evidence that the machine is not obsolete. 

The amount allowed for obsolescence is, again, calculated upom 
the original cost to the owner. The amount to be given is the- 
amount of such original cost to the owner as reduced by the depre- 
ciation allowances under clause (m; and the amount for which- 
the machine is actually sold or its scrap value. For example, a. 
machine costing Rs. i0,000 on which a depreciation allowance 
of 10 per cent, of the original cost is admissible is sold after 5-' 
years for Rs. 2,000. The original owner get-s Rs. 5,000 fox 
depreciation and nothing for obsolescence as the machine is not 
scrapped or sold on account of obsolescence. The second owner 
gets also an allowance at the rate of 10 per cent., and as the cost 
of the machine to him was Rs. 2,000, his annual allowance is 
Rs. 200. If owing to its becoming out of date the machine is 
scrapped useless after three years then in the year in which it is 
so scrapped the second owner can claim Rs. 1,400. for obsolescence. 
No allowance for obsolescence is obviously permissible if the- 
machine lasts 10 vears or more wilh any one owner. This will apply 
also where the “ second owner ” is not merely a purchaser but a. 
“ successor ” to the business of his predecessor to which the- 
machine originally belonged. 

4-7- A . Business — AUoioance on account of dead or useless- 
animals. [^Section 10 (2) (vii-a).'] — The allowance in respect of 
live stock that has died or become permanently useless to the 
assessee should be granted whether the live stock is replaced or not. 

48. Alloioauce on account of rates or taxes. \ Section 10 (2) 
(viU).'] — The allowance under this clause covers only the lan^ 
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revemie and local rates or mnnicipal taxes paid in respect of tlie 
portion of the 'premises used for the purposes of tlie business. In 
assessing income from business a local rate or tax which is payable 
irrespective of whether profits are made or not should be tieated 
as expenditure incuri-ed solely for the purpose of earning profits 
or gains within the meaning of section 10 {2) {ix) if the rate or rax 
is not an admissible deduction under section 10 (2) ('viii). Ko 
allowance can be given on account of an^’- other rates or taxes what- 
soever. All rates and taxes therefore, whether levied on tlie pj'o- 
fits of a busino'^s or which are charged on the proprietor of a 
business in respect of an^dhing other tlian the actual portion of 
the premises used for the purposes of the business, must be dis- 
allowed. (See also paragraph 53 and Patna High Court Case 
Ho. 102 of 1920, in the matter of Paja Joyti Prasad Singh Deo 
of Kashipur I, Srinivasan’s Tax Cases, page 103.) 

48-A. Bvsincss — Alloicance on account of honus paid to 
employes. [Section 10 (2) (viii-a).~\ — Tlie allowance under this 
clause covers any sum paid as bonus or commission to an employe 
for service rendered if such sum would not liave been payable to 
him as profits or dividends if it had not been paid as bonus or 
commission, provided that the amount is reasonable with reference 
to his pay and conditions of service, the profits of the business for 
the year in question and the general practice in similar businesses. 

49. 3Iisccllancons business deductions. [Section 10 (2) (?.r).] 
— While the Act makes no provision for contributions by employ- 
ers to private provident funds constituted for the benefit of their 
employes being deducted in arriving at business income liable to 
tax, contributions to such provident funds by employers should be 
allowed as a business expense in all cases where the funds are 
constituted as irrecoverable trusts and where no part of the employ- 
ers’ contributions can be recovered bv them. Where, however, 
such funds remain in the hands or under the control of the employ- 
ers, no conti’ibutions by them can be allowed as a business expense; 
but in such cases actual payments made to emplovees leaving the 
sermce of the emplover should be allowed as a business expense 
in the year in which such pa3’ments are made, so far as such pay- 
ments are made from the contributions of the employers whether 
in that 3'ear or in preceding vears. As regards employers’ contri- 
butions to “ recognised ” provident funds, see paragraphs 20-A and 
20-H. 

The same remarks applv to superannuation funds or reserves 
for the purposes of providing pensions to ex-emplo^'ees. Actual 
sums paid as pensions to ex-employees or to the widow or children of 
an ex-employee should, however, be allowed as a business expense 
where the pensionary* payment is a fixed or recurring one, but no 
claims on account of “ pensions ” should be entertained where the 
“ pensions ” ore paid to persons who have or who at any time had 
a share or interest in the business. 

Premia paid bv an employer to cover the risk of liability to 
compensate an}’- of his employes for injuries xinder the Workmen’s 
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CoBipensation or Accident Insurance Act (VIII of 1923) should be- 
treated as business expenses and allowed under section 10 (2) (-i«) 
as a deduction in assessing income from business. 

The following principle should be observed in dealing with 
claims that hona fide expenditure for the welfare of the em- 
ployes of a business should be allowed as a business expense. No 
coutributions towards expenditure incurred by outside bodies which 
may benefit the employes of a company or firm incidentally with 
members of the general public, should be allowed, such as contri- 
butions for the support of clubs, recreation grounds, religious 
institutions, dispensaries, hospitals, schools and the like. If, on 
the other hand, an assessee maintains a school or a dispensary 
solely for the benefit of his employes reasonable expenditure on the 
'iqfJceep of such an institution should be allowed as a working 
expense. Similarly, expenditure incurred in the maintenance of 
a conservancy staff employed to keep the sruToundings of the 
dwellings of the employes of a concern in a sanitary condition 
should be allowed. In no case, however, should any capital ex- 
penditure be allowed, such as, for example, the amounts expended 
on the construction of latrines, drains, water- works or hospitals. 

Sums embezzled by aii emploj'ee are an admissible '^harge 
against the business of his employer. 

Assessees sometimes receive from their constituents payments 
intended to cover Railway expenses, cool.y charges, etc., which they 
have to incur in the course of their business. When payments are 
made out of the sums and are debited specifically to constituents 
they may be allowed as deductions from the assessable income, 
without insisting on strict proof of payment b^^ the production of 
vouchers, provided that it is reasonably certain tiiat the payments 
have been made. 

Indian traders and business men charge their customers or 
clients a small fee 'on each transaction — for example so many pies 
on each bag of some commodity sold — the proceeds of which are 
supposed to be devoted to various religious, charitable or educa- 
tional purposes. Such custovmry subscriptions by clients and 
customers for religious or charitable (including educational) pur- 
poses, and the corresponding expenditure by the assessee, should 
be left out of account altogether in computing the taxable income, 
provided that the Income-tax Officer is reasonably satisfied that 
the sums in question are really applied by the assessee ultimately 
(and not necessarily in the year of collection) to the object for 
which they were ostensibly collected. No attempt should be made 
to separate these subscriptions from the trade expenses of the 
cu'^tomers or clients to whom they are charged and to disallow 
them as not being trade expenses. 

Sums received for political purposes should be included in 
income and the corresponding expenditure on these purposes should 
not be allowed as a deduction from the taxable income. 

Strictly speaking, the cost of audits and similar operations 
conducted specially for income-tax purposes, whether in connection 
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witli assessments, -witli appeals, or with revision petitions, cannot 
'be allowed as a deduction from taxable profits (Ruling of the 
Madras High Court in Secretar}’-, Board of Revenue (Income-tax), 
Madras, versus, D. Munisami Chetty & Sons, I, vSrinivasan’s Tax 
'Cases, page 227). 

The reason for this is, of coiu'se, that whereas an audit or 
similar operation conducted in the ordinarv course of business is 
properly treated as a “ business expense ”, it is clear that one 
conducted purely in connection with Income-tax proceedings can- 
not be said to be incurred solely for Ihe purpose of earning the 
profits or gains subject to income-tax [see section 10 (2) (is)]. 
Since, however, there may be difliculty in individual cases in 
determining whether an audit or similar operation has been con- 
ducted wholly or partly for business purposes and, in the latter 
-case, what portion of the expenditure incurred in connection with 
it, can properly be treated as a “ business expense ”, it has been 
'decided that audit or other accountancy seiwices in connection w^^H 
an assessee’s accounts for the previous 3^ear rendered before his 
return of income is made, if such a return is made on the due date, 
•or within any extended period allowed by the Income-tax Officer 
for its submission, should be treated as work done for ordinary 
business purposes and therefore the expenditure incurred thereon 
•should be regarded as an admissible deduction in computing tax- 
able income. 

50. Method of converting the net grofits of sterling comfanics 
into rupee for the jmrposes of income-tax . — ^Wherc the business of 
a sterling company is Iransacted entirely in India, there is no need 
for the Income-tax Officer lo look at the sterling accounts ns he can 
get a record and ask for a return of tlie transactions in rupees. 
He should act in the same way in cases where the profits of the 
Indian branch of. a companv operating in other countries can be 
separately ascertained. In the case of a company operating through 
local branches in different countries where the profits of the Indian 
branches cannot be ascertained separately but have to be deducted 
from the total sterling profits of the company from all its opera- 
tions, the net profits of the companv for the purposes of assess- 
ment to Indian income-tax should be converted into rupees at 
the rate of exchange ruling on the last day of the year to which 
the account relates unless the Income-tax Officer is able, by an 
examination of the accounts, to ascertain the average I’atc of remit- 
tances throughout the year and to deduce from that the rupee 
profits of the Indian branches. 

51, Premia on issue of shares . — The premia received by a com- 
pany on issue of shares are capital receipts, and, as such, not 
chargeable to tax. In the same way the cost of issuing shares is 
capital expenditure and cannot be allowed as a deduction for 
income-tax purposes. 

51-A, Professional earnings — Deductions. \Section 11 (2),] — 
'The cost of replacing furniture, office equipment and instruments 
used for the purposes of their profession by professional men, such 
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as Doctors, Accountants, Lawyers and Arcliitects, can te allowed 
as an expense under Section 11 {2). The cost of original or addi- 
tional purchases cannot be allowed. 

52. Income from “ other sources — Deductions. {Section 
12 .) — The interest paid on money borrowed for the purchase of 
shares or securities can only be set against the income obtained 
from the shares 0 ]‘ securities where it is proved either by a banker’s 
certificate or otherwise that the borrowing has been definitely and 
solely for that purpose ; but where such proof is afforded, an 
allowance should be given. 

53. Deductions on account of taxes paid . — No deduction is per- 
missible in computing the income, profits or gains on account of 
any taxes or rates paid in respect of such income, profits or gains 
except that a local rate or tax which is payable irrespective of 
whether profits are made or not (see paragraph 48) is to be allowed 
as deduction from income from business. Section 10 (2) (viii) of 
the Act allows as a deduction from business profits sums paid on 
account of land revenue, local rates or municipal taxes in respect 
of premises used for the purposes of a business. This specific 
provision has been inserted because the local rates paid on account 
of such premises are usually in the nature of a payment for services 
rendered (e.g., by supply of water, conservancy arrangements, etc.), 
but that allowance is closely restricted to a local tax or rate levied 
in respect of the premises used for the purpose of the business. 
No deduction is allowed for any other local rate or tax such as, 
for example, local taxes varying according to the income or profits 
of a business. Nor is any deduction on account of a local rate or tax 
on property allowed from the annual value of property which is 
taxable under section 9. Similarly no allowance is permissible on 
account of income-tax or super-tax paid by an assessee. Where 
property, profits or gains are liable to taxation in other countries 
or by other authorities in British India all these authorities are tax- 
ing the same property or profits for different purposes. In the 
Patna High Court, Case No. 102 of 1920 in the matter of Raja 
Joyti Prasad Singh Deo of Hashipur (I, Srinivasan’s Tax Cases, 
page 103), it was held that the amounts paid for cases by a person 
deriving an income from rent of collieries and from royalties on 
the amount of coal raised from the collieries are not to be deducted 
in computing the amount of his assessable income, and it was 
clearly stated that “ the payment of a tax which is conditional 
on the making of an income and which has to be calculated on the 
amount of such income after it has come into existence cannot be 
said to be expenditure for the making of such income 

Again in the Madras High Court, Case No. 11 of 1920, Chief 
Commissioner of Income-tax, Madras, versus The Eastern Exten- 
sion Australasia and China Telegraph Co., Ltd. (I, Srinivasan’s Tax 
Cases, page 120), it was held that in computing the profits of a non- 
resident company under the provisions of rule 33, the taxes payable 
in other countries in respect of the profits of the company are not 
to be deducted. 
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‘ 54. Taxation of a Hindu undivided family. {Sections 14 and 

25- A.) — K Hindu undivided family is treated as a separate entity 
for income-tax purposes. It is taxed like an individual at a 
graded scale according to its total income' and no account is taken 
of liow that income is distributed amongst tbe individual members 
when sucb individual members are assessed to income-tax or super- 
tax in respect of tbeir separate income. Tbis applies even in cases 
where the amount of the income of the Hindu undivided family is 
less than Es. 2,000 and is, therefore, not liable to taxation in the 
bands of the manager of the family. The same remarks apply to 
super-tax. 

Section 25-A will only apply if a member of a Hindu undivided 
family claims that it has become divided. If, however, the family 
prefers to go on being assessed as undivided though really divided,, 
the Income-tax Officer has no authority to act under this Section. 
If the Income-tax Officer has not passed an order under section 
25-A (1) in respect of a Hindu family hitherto assessed as undivided, 
such family shall be deemed to continue to be a Hindu undivided 
family. 

The taxation of the income of a Hindii Tindivided family thus 
differs from the taxation of the income of an unregistered firm 
since where the profits of an unregistered firm are not liable to 
taxation in the hands of the firm, such profits are taxed in the hands 
of the individual partners both for the purposes of income-tax 
[section 14 (2) (h) and section 16 (i)] and super-tax (section 55 
proviso), and where the profits are taxed in the hands of the un- 
registered firm, the share of such profits of each partner is included 
in his “ total income ” for the piirpose of determining the rate 
at which he shall pay income-tax on his other income [section 
16 (i)]. 

Where the income, profits and gains of a member of an un- 
divided Hindu family consist of his personal earnings and 
acquisitions by his own exertions, they must be treated as his self- 
acquired property and not as joint family property, unless they 
flow from the employment in business or otherwise of the joint 
funds. 

Khojas (and Cutchi Memons), not being Hindus, joint families 
composed of such persons are not Hindu undivided families for the 
purposes of the Act. 

Jain and Sikh undivided families should be treated as Hindu 
undivided families, unless in any particular case, the assessees 
claim that they should not be treated as such. Where such a claim 
is put forward, it is for the assessee to prove the existence of 
some special custom or practice applicable to the family in question 
which would justifv its not being treated as a Hindu undivided 
family. 

Kor the method of serving notices or requisitions on a Hindu 
undivided family see paragraph 104. 

55. Taxation of a firm. — ^For the difference between a registered 
and unregisteied firm see paragraph 10. 
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"WTiile incorae-tas is leviable on tbe profits of a registered firm 
at tbe masimnm rate (see Pinance Act), and ■while tinder section 
48 (2) a member of a registered firm is entitled to get a refund in 
cases where the maximum rate is greater than the rate applicable 
to his total income, it is desirable that, so far as possible, such 
refunds should be avoided. 

The question of refund does not arise if the personal income of 
none of the partners liable to Indian Income-tax including his share 
in the Firm (whether he be resident or non-resident) is less than 
Rs. 40,000; In other cases, if each of the non-resident partners 
is a British subject or a subject of an Indian State and produces 
with his individual return of income adequate evidence of the 
amount of his foreign income that is to be taken into account in 
determining his claim to a refund, and all the resident partners (if 
any) file returns of their individual incomes, the Income-tax Officer, 
on being satisfied that the whole uf the profits of the registered 
firm are accounted for in these personal statements, should charge 
the partners direct at the rabe appropriate to their total income. 

In view of sub-section 5 of section 48, this procedure cannot be 
applied to the follo'ndng cases: — 

(1) Firms in which one partner at least is a non-resident 

foreign subject (other than a subject of an Indian 
Stat-e) to whom no refund can be due in any case. 

(2) Firms in which one partner at least is a non-resident 

British subject or subject of an Indian State to whom a 
refund may or may not be due — that is, who has not 
yet produced adequate evidence as to the amount of his 
foreign income. 

(3) Firms in which in addition to non-resident partners there 

is any resident partner who has not filed a return of his 
total income. 

The demand notice in respect of the profits of such firms, must 
be addressed to the firm, and no individual assessments should be 
made on, or demand notices issued to the partners in respect of 
their shares of the profits of the firm. The position will be just as 
though the firm were an unregistered firm. If a partner has other 
income he "will be assessed on that separately, and of course his 
total income will include his share of the profits of the firm. The 
share due by each partner cf the income-tax on the profits of the firm 
should be intimated to him informally, with an indication that this 
is done merely as a matter of convenience and does not affect the 
liability of the firm as such for the income-tax on the whole of its 
profits. Separate assessments on partners ■will also have to be 
made for super-tax, if necessary. 

For the method of setting-off a loss of profits of a registered firm 
against other income of a partner see paragraph 72. 

In computing the total income of a member of a registered firm 
or unregistered firm for the purposes of income-tax or super-tax 

H 2 
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there should be included in that total income “ such an amount of 
the profits or gains of the firm as is proportionate to his share in 
the firm This particular phraseology has been adopted in section 
14 {2'l (b) and in the proviso to section 55 in order to make it clear 
that it is the proportionate share of a partner in the whole of the 
assessable profits of a firm that is to be taken into account in deter- 
mining his total income, and not merely the amount that he removes 
from the possession of the firm. Some partnership deeds, for 
example, provide that the partners cannot remove more than a 
certain proportion of the profits in any year or, again, that a cer- 
tain proportion of the profits must be distributed in charity. It is 
now made clear in the Act that it is the whole of his proportionate 
share in the total assessable profits of the firm that is to be taken 
into account and that that proportionate share cannot be reduced 
by any consideration of how those nrofits are utilised. 

Por the method of dealing with a change in the constitution of 
a firm see paragraph 74, 

For liability in cases of discontinuance of a business owned by 
a firm see paragraph 75. 

For the method of serving notices or requisitions on a firm see 
paragraph 104. 

55-A. Taxation of associations of individuals — Section 14 {2) (c) 
and Section 23-A . — An association of individuals, other than a firm. 
Company or a Hindu undivided family, is liable to income-tax 
and super-tax as if it were an individual. Tax is not payable by 
an assessee in respect of any sum which he receives as his share 
of the profits or gains of an association the profits or gains of 
which have been assessed to income-tax, but such sum will be 
included in his “ total income ” to determine his liability to 
income-tax and the rate applicable to him. 

56. Exemptions on account of life insurance. [Section 15 .) — 
Under the provisions of section 7 [1) proviso and section 15 an 
abatement of income-tax is given, after the assessment of the tax 
has taken place, on such portion of an assessee’s income as may 
have been — 

(f) deducted from his salary under the authority and with 
the permission of the Government for the purpose of 
securing a deferred annuity to him or making provision 
for his wife or children [section 7 (1) proviso] ; 

(n) paid by him to an Insurance Company in respect of an 
insurance or deferred annuity on his own life or on the 
life of his wife; or 

[Hi) paid by him as a contribution to any of the provident 
funds mentioned in paragraph 20. 

Provided that the total amount on which an abatement will be 
permitted under this provision may not exceed one-sixth of the 
total income of the assessee. 
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Contributions to the Widows, Orphans and Old Age Contribu- 
tory Pension Pund, 1925, are exempt from income-tax since they 
are deducted under the authority of Government from the salaries 
of the soldiers concerned for the purpose of securing to them a 
deferred annuity and of making provision for their wives and 
children. 

Compulsory allotments from a soldier’s pay made to his wife 
in England under Article 886 of Eoyal Warrant for Pay, are 
exempt from income-tax since they are deducted under the autho- 
rity of Government, for purposes of making provision whether pre- 
sent or future for the wife. 

Deductions at source on account of contributions made by an 
officer to provide passage money for his widow and orphans under 
the Indian Military Service Family Pension Resolutions and the 
Indian Military Widows and Orphans Funds Regulations are 
exempt from income-tax as the contributions are in the nature of 
life insurance premia. Under the rules, a certificate of health is 
required before an officer can contribute and the contribution which 
he has to pay is regulated according to the age of the officer 
concerned. 

Out of the premia paid in respect of a policy that covers the 
risks of sickness and accidental injury and also the risk of death, 
only so much as is attributable to the risk of death (from whatso- 
ever cause) is admissible as deduction from the income liable to tax. 
The portion of the premia so attributable should be settled in con- 
sultation with the Insurance Company concerned, whose formula 
should be accepted unless there appears to be some strong ground 
for modifying it. 

ISTo rebate of income-tax is allowed on any sum withdrawn by 
an assessed ^om his Provident Fund in order to pay his life insur- 
ance premium.^ 

Rebate of income-tax in respect of a premium paid on account 
of life insurance is admissible to a partner of a registered firm 
individually whose income is taxed at source, in addition to the 
refund of tax to which he may be entitled under section 48. 

It is to be particularly noted that the insurances in respect of 
which this concession is granted are insurances on the life of the 
assessee himself or of his wife, and not any other form of insurance 
whatsoever. The solitary exception is in the case of a Hindu un- 
divided family in the case of which insurances are permissible on 
the life of any male member of the family or of the wife of any 
such member and not merely on the life of the head or manager of 
the family. 

For the purpose of an abatement claimed by an assessee under 
this section insurance premia payable in sterling should be con- 
verted at the rate of exchange in force on the day on which the 
premium payment was made in cases where the assessee is unable 
to state the actual cost of remittance. 
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A claim for abatement under tliis section must, if tlie payment 
is made otherwise than by a deduction from salary, be supported 
either — 

(а) by the original receipt of the Insurance Company or fund ; 

(б) where the claim is made by a servant of the Government or 

of a local authority, by a copy of the original receipt 
presented along with the original to the officer who pays 
the salary and attested by that officer who should, after 
such attestation, return the original with a note 
endorsed upon it that it has been produced and allowed 
for, a copy being attached to the bills sent with the list 
of payments; 

(c) by a duplicate receipt or certificate of payment given by 
the Insurance Company or provident fund, provided a 
certificate is given that the original receipt is lost or is 
not forthcoming; or 

(«Z) where an insurance company does not issue a formal 
receipt, by a certificate of payment of the premium. 

Where the Income-tax Officer is satisfied that none of the above 
prescribed documents can be produced without an amount of delay, 
expense or inconvenience, which, under the circumstances of the 
case, would be unreasonable, he may accept such other proof of 
payment of the premixim as he may deem sufficient. 

Abatement on account of insurance can be given effect to by 
the person deducting income-tax from salary at the time of pay- 
ment under section 18 (2). 

Where the payment on account of insurance premia, etc., is not 
claimed at the time when tax is deducted from salary, it, may be 
claimed in the assessment and in the return given by assesgee under 
section 22 (2). 

While strictly speaking abatements on account of iusurance 
premia should only be made in assessing the income of the year in 
which the premia were paid, the rigid enforcement of this inter- 
pretation is likely to cause considerable inconvenience to assessees 
who desire that the abatement should be given effect to when tax 
is deducted from their monthly salary, particularly in cases where 
the premia have been paid to foreign companies towards the end 
of a financial year and the receipt for the premia are not forth- 
coming until the following financial year. In such cases abate- 
ments of insurance premia may_ be allowed by officers responsible 
for deducting income-tax from salaries under section 18 (2) at the 
time of payment of the salary provided that the premia in respect 
of which abatement is claimed have been paid within six calendar 
months ending with the close of the month for which the salaiy is 
drawn. 

Wliile the officers responsible for deducting income-tax at the 
source under section 18 (2) of the Act should allow an abatement 
where claimed, they need not carry out a check to see whether the 
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abatement claimed under this section exceeds one-sixth of the salary 
of the officers concerned. This can be looked after by the Income- 
tax Officer to whom returns are furnished under section 21. The 
deducting authority should however see that claims for such 
abatements are made within the period prescribed. 

It is to be particularly noted that this abatement does not apply 
to super-tax, section 15 being made inapplicable to super-tax by 
section 58. 

57. Tax deducted or collected at source to he included in 
income. — Section 16 (2J (which provides that the amount received 
by a shareholder in a company by way of dividend shall be increased 
by the amotmt of income-tax payable by the company in respect 
of the dividend received) and section 18 [4) (which provides that 
where income-tax is deducted at the source from salaries and 
interest on securities, the tax so deducted shall, for the purposes 
of computing the income of an assesses, be deemed to be income 
received) have been inserted in order to make it clear that in the 
cases of taxation at the source and of the deduction of tax at the 
source it is the gross amount, of the income (i.e., including the 
tax deducted) which is to be taken into account in determining the 
rate at which an assesses shall be liable to income-tax on the rest 
of his income and also his income for liability to super-tax. 

58. Restriction of income-tax where margin of income above a 
certain limit is small. {Section 17.) — Section 17 is designed to 
remedy the anomally which previously existed where an assesses 
with an income just in excess of one of the stages in the Finance 
Act and therefore liable to pay income-tax at a higher rate than 
if his income were just below that stage, found himself, after the 
payment of the tax, worse ofE than he would have been, had his 
taxable income been below that stage. 

Illustration. — ^The amounts of tax given in the illustrations 
below include surcharge of 25 per cent, imposed by the Indian 
Finance (Supplementary and Extending) Act, 1931, except in 
the case of incomes below Es. 2,000. Tax on incomes between 
Es. 1,000 and 1,999 has been calculated at 4 pies in the rupee. 



Tax payable if 
Income. section 17 had 

not been passed. 

Tax payable 
under 
section 17. 

999 

Nil 

Nil 

r,ooo 

20-13 

1-0 

1,020 

21-4 

21-0 

1,999 

41-10 

41-10 

2,000 

78-2 

42-10 

2,020 

78-15 

62-10 

4,999 

195-5 

195-5 

5.000 

293-0 

196-5 


The marginal relief allowed under section 17 and the exemptions 
referred to in section 7 (1), proviso to section 8, and section 15 (I) 
should not be regarded as alternatives. The correct method of 
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working the two sections concurrently is as iEustrated in the 
following example : — 

If a man's total income is Rs. 5,010 and he pays Es. 100 as 
Insurance premia, the tax he should pay is that on Rs, 4,999 min vs 
Rs. 100 (=Rs. 4,899j at six pies plus Rs. 11. The tax payable 
will he the same if his total income is Rs, 5,010 of which Rs. 100 
is derived from tax-free securities or from an unregistered firm 
that has been assessed to income-tax, but if the Es. 100 were derived 
from a registered firm, or from dividends the total tax to he sufiered 
would be Rs. 206-5-0 against wliich credit would have to he given 
for the tax indirectly suffered on the share of the firm's income or 
the dividend, Rs. 16-15-0 so that the nett sum payable would he 
Rs. 189-6-0. 

The following points should he borne in mind in applying 
section 17 where a portion of the assessee’s income is derived from 
an unregistered firm that has paid income-tax: — 

(t) Income-tax is not “ payable ” by a partner in a firm on 
his share of the firm’s income. 

(ii) Relief is to be given to an assessee in respect of the 
“ income-tax payable by him ”. 

(Hi) Section 17 is to be applied (o) “ where necessarj',” (h) 
in order to “ reduce ” the tax and (c) so that the result 
of an assessee’s total income exceeding a sum after 
which the rate of tax rises, shall not bo that the extra 
tax due to the rise in the rate is greater than the excess 
of the total income over tlie maximum sum liable to the 
lower rate. The section is not to be applied where it is 
not necessarj’^ to do so, that is, where the result of 
applying it would not be to reduce the tax. 

For tlie purpose of calculating the tax payable by an assessee 
under section 17, surcharge imposed by the Indian Finance 
(Supplementary and Extending) Act, 1931, should be calculated 
on the rate of tax applicable to the next lower stage of income and 
then to the amount of tax so arrived at should be added the amount 
by which his total income exceeds the next lower stage without 
adding any surcharge on the latter amount. For example, the 
tax payable on an income of Rs. 5,000 will be the tax pa3’able on 
Rs. 4,999 at the rate of 6 pies per rupee, viz., Rs. 156-4 plus 
surcharge of 25 per cent, on this amount, viz., Rs. 39-1 plus the 
difference between Rs. 5,000 and 4,999, viz., Re. 1. Surcharge 
will not be calculated on the whole amount of tax, viz., Rs, 157-4 
but only on Rs. 156-4. 

59. Deduction of the ta.v at source. — Section 18 of the Act 
provides for the ded.uctwn of ta.v at the source as distinguished from 
taxation at the source referred to in paragraph 11. It provides for 
the tax being deducted by the persons responsible for maldng pay- 
ments of “salaries” or “interest on securities” before such 
payments reach the hands of the recipients. The tax so deducted 
is paid over by the persons making the deduction to the credit of 



tile Government of India witliin the period specified in rule lU 
along with a statement giving the details shown in rules 11 and 12. 
buch deductions of income-tax are under sub-section (5) of section 
18, treated as payments of income-tax on behalf of the persons from 
whose income or interest the deduction was made and credit is given 
to them in the assessment of their income if an assessment is made 
of their other income. Tlie form of return of income that has to 
be made under section 22 (2) prescribed in rule 19, therefore, pro- 
vides for the tax previously charged upon tlie income being set off 
against an%' additional charge, wliile section 48 (3) provides as an 
alternative for a refund in cases where the rate deducted is greater 
than that applicable to the total income of the assessee. 

Section IS (2) («) of tlie Act provides that all payments on 
account of salary made out of India 1)3' and on belialf of Government 
shall be included in the amount on which tax is deducted at source 
:n India All leave salary paid in the United Kingdom or a Colonv’’ 
to Government servants on leave in tl)e United Kingdom or the 
(.'oionv' has been exempted from tax, n’t/c paragraphs IT and 27. 
•Vin* sterling overseas jiav or other sum that mu}' bo paid in the 
Cnitod Kingdom or a Colonv to an oilieor on leave in the United 
Kingdom or the Colony on account of Iiis salary wliile on leave i®, 
therefore, exempt from income-tax. The fact that a part of tlie 
leave salurv is drawn in India does not nlleet the exemption of the 
balance drawn in the United Kingdom or a Colony. Tlie part of 
the leave salary* that is paid in sterling in ilie United Kingdom or 
a Colonv' to an onicer on leave in the United Kingdom or a Colony 
sliotild not, therefore, he included in tlie income from which tax is 
deducted at source b\' the oflicer p.a 3 'ing him the rupee portion of 
the leave s-alarv- in India. The same jirinciplo applies to other 
payjnents falling under “ salaries within the meaning of section 
7 of the Act made parti}' in India and partly out of India and 
exempt under any notification issued imdor section GO of the Act. 
The salary paid in the United Kingdom or a Colony to an officer on 
duty in the United Kingdom or a Colony is exem^it irrespective of 
whether it includes sterling overseas jiay or not. So also vacation 
salaries paid in the United Kingdom or a Colony when on vacation 
therein. 

Any person required to make a deduction under section IS ■who 
fail- to do so, may himself, under sub-section (7) ho deemed to he 
personally in default- in respect of the tax while he is also liable 
to be prosecuted for an oftenee punishable under section 51 (a). A 
petialty can also be imposed under section 4G {/) for snob default. 

Persons making deductions at the sonree are indemnified for the 
deduction under section G5, 

Tlic provisions of section 18 do not applv to super-tax (section 
58). 

The provisions of this section obviously cannot apply to cases 
where the payments are made outside British India as, for example, 
tlie pa}'ment of “ interest on securities in Indian States or in 
foreign countries or the payment of “ salaries ” by foreign cm- 
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ployers to residents in British India. It is for this reason that 
section 19 of the Act specifies ‘that in any case where income-tax 
has not been deducted in accordance with the provisions of section 
18, the tax is payable by the assessee direct. Ihiis provision covers, 
not only cases where' the employer or the person paying “ interest 
on securities ” does not reside in British India, but also cases 
where owing to an assessee’s salary being less than Es. 2,000 
income-tax has not been deducted. 

60. Deduction at source of ta-x on ” salaries — ^The Act of 
1918 provided that where a payment was a non-recurring payment, 
the tax should be deducted at the rate appropriate to that particu- 
lar sxim as if it were the whole of the assessee’s income, and that 
where a payment was a recurring payment, the tax should be 
deducted on the assumption that the total income of the assessee 
amounted to twelve times the recurring sum. As these provisions 
gave rise to a considerable amount of unnecessary trouble to 
assessees and their employers as well as to income-tax authorities, 
section 18 (2) of the Act now provides that deductions fi*om salary 
shall be made at a rate which should approximate as closely as 
possible to the rate appropriate to the total assessable income of 
the assessee under the head “ salaries,” and it fuilher empowers 
the person deducting income-tax from “ salaries ” to rectify, in 
subsequent deductions, mistakes made in previous deductions. 
Thus, if an employe’s regular monthly salary is Es. 600, the tax 
would be deducted by the employer at the rate appropriate tc 
Es. 6,000 but if such an employd received a commission or bonus or 
arrears of pay or officiating allowance amounting to Es. 5,000, the 
employer is empowered not only to make deductions in future at the 
rate appropriate to an income of Es. 11,000, but also to make up 
the deficiency in previous collections owing to the lower rate having 
been applied. 

Salaries are sometimes paid or adjusted annually. Meanwhile, 
the employee may draw (and even overdraw) against the salary due 
or that will become due to him. If employers claim to deduct 
as business expenses the sums thus drawn by their employees, this 
can only be done on the groiind that the sums represent salary and 
therefore, tax should be deducted at source from all such sums. 
When it is ^ound that tax has not been deducted, the employee 
should be assessed direct on all s\ich s\ims if they have been allowed 
to the employer as business expenses. If they are not so allowed, 
they need not be taxed in the employees’ hands whether by deduc- 
tion or by direct assessment till the drawings are adjusted against 
salary actually earned and are claimed as business expenditure 
by tlie employer. 

The obligation to deduct income-tax under this head now applies 
to all emfloyers. 

•For the power of an employer to allow abatements on account of 
insurance premia see paragraph 56. As regards private employers, 
it may be noted that it is open to them to make these allowances 
on account of insurance premia or not according , as it may suit the 
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nieuce of themselves alid their employes as, if such rebate ib 
Lven when the tax is deducted at the source, it may be claimed 

0 employe in the following year, if he is assessed under sec- 

13, either as a refund or as a set-off against any amount due 

m. , 

) regards the meaning of the word “ salaries ” see paragraph 

)r the deduction from “ salaries ” of arrears of tax due see 
raph 91. 

L. Dednction at source of ta-x on “ interest on securities — 
paragraph 28.) The only securities of the Government 
iia (other than income-tax free securities) from the interest on 

1 income-tax is not deducted in advance are Treasuiy Bills. 

3 the person paying interest on securities has no information 
ding the total income of the person to whom the payment 
de, section IS (3) provides that deductions of income-tax from 
erest on securities ” shall be made at the maximum rate fixed 
e Finance Act. Where the total income of the person receiv- 
he interet on securities is less than the income to which the 
mum rate applies, he is entitled, under the provisions of 
in 48 (3), to claim a refund. In order to simplify the proce- 
in connection with refimds, section 18 (9) makes it obligatory 
the person deducting income-tax from the interest on securities 
;ue to all security-holders a certificate in the form prescribed 
le 13 or 13-A specifying the amount of tax deducted from the 
3st and the rate at which it has been deducted. The form 
rtificate attached to rule 13 is suitable for Government securi- 
mly, while that attached to rule 13-A provides for securities 
i by local authorities and companies and covers the case of 
ities payable to bearer. It frequently happens, however, 
security-holders hand over their securities and bonds to their 
jrs for collection. In that event the certificate given by the 
n deducting the income-tax from the security would be given 
bank for a whole block of securities. In such a case the 
ne-tax Officer should accept a certificate from the bank in the 
ving form, and act upon it as if it were a certificate received 
t from the persons deducting income-tax from the security : — 

We hereby certify that interest on the various securities specified on the 
hereof was collected by us on behalf of and 

tve received payment or were credited with the proceeds thereof (less 
e-tax) as stated on the other side amounting to Us. 

e securities specified are covered by certificates issued to the Bank under 
n 18 (9) of the Income-tax Act, 1922. 

Signature of Banker. 

Address 

Date. 


To be signed by the claimant. 
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I hereby declare that the securities on which interest as above specified 
has been received are iny own property and were in the possession of 
at the time when income-tax was deducted. 


Signature. 

Date. 

(N.B . — The securities to bo produced when required in support of anv 
claim.)” 


RcvEnsr. of Fonii. 
Schedule of secvrltics. 


No. and 
dosoription of 
Bocurities. 

Dale of 
payment of 
interest after 
deduction of 
income-tax. 

Period for 
which interest 
has been paid. 

Amount of 
interest (less 
income-tax). 

Remarks. 



j 




A. person -vvlio lias other income liable to tax may, instead of 
claiming a refund, get the amount set-off against the amount due 
from him in the assessment made on him under section 23 by filling 
up the form prescribed in rule 39. 

The certificate under section 18 (9) must be taken bj’' the Income- 
tax Officer of the area in which the claimant or assessee is assessed 
cr resides (see rule 39) as conclusive evidence of the payment of the 
tax, both vdiere a refund is claimed in cash and where a set-off 
against the tax assessed on other income is claimed. 

While these arrangements will facilitate tlie making of refunds, 
it is desirable that refunds should be avoided as far as possible. 
There are, for example, certain institutions, authorities and funds, 
fhe income of which is exempt from tax under the provisions of 
section 4 (5). Similarly there are persons whose assessable income 
is less than Rs. 2,000 and who are not, therefore, liable to fax. 
There are other cases where the Income-tax Officer may be satisfied 
that the income of a holder of secxirity while liable to tax is not 
likely to fluctuate so widely as to alter the rate appropriate to the 
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total income. In sucL. cases tlie Income-tax Officer may issue a i 
certificate authorising the person paying the interest on securities | 
to make no deduction of tax or to deduct tax at a lower rate than 
the maximum. The certificates will be granted to residents outside | 
British India by the Income-tax Officer, Non-residents Refund ' 
Circle, Bombay, and to others by the Income-tax Officers concern- 
ed. Such a certificate might be in the following form: — 


To 


Income-tax OfEce. 

Dated 193 


I hereby authorise (1) 


to deduct income-tax at the rate of (2) pies in the rupee 

jvhen paj'ing the interest on the following securities to their present holder 
(3) . This authorisation will remain in force until 

cancelled by me. 



Description of securities. 

(1) Name and address of person paying the interest. (2) Rate of Income- 
tax sanctioned. (3) Name of person receiving interest. 

Income-tax Officer. 

Such certificates when issued should remain in force until they 
are cancelled and should not be required to be renewed annually. 

When the owner of a security to whom a certificate is granted 
according to these instructions has endorsed the security to his bank 
for collection of interest, the officer responsible for paying the inter- 
est regards the bank as the real holder of the security and takes no 
cognisance of any arrangement that may have been entered into 
between the real owner of the security and the bank, with the 
result that the certificate standing in the name of the real owner 
of the security granted by the Income-tax Officer becomes inoper- 
ative. To avoid the possibility of paying officers refusing to act 
on the exemption certificate in such circumstances. Treasury Officers 
have been instructed to act on such certificates, when presented in 
respect of securities that have been endorsed to banks for collection 
of the interest, if together with the exemption certiRcate a declara- 
tion by the bank is presented to the effect that the security con- 
tinues to be the property of the person named as the owner in the 
exemption certificate. 
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Applications for refund of income-tax from residents of an 
Indian State wlio own securities wlietlier of the Government of 
India, a local authority or a Company or hold shares in a Company 
in British India should, as in the case of residents outside India, 
he made to the Income-tax-Officer, jN’on-Residenfcs Eefund Circle, 
Bombay. ' The Income-tax Officer will, however, allow a claimant 
who resides in an Indian State, the option of receiving payment 
of the refund through the Political Officer in that vState, that is 
to say, the refund voucher that will be issued by the Income-tax 
Officer will be made payable, if the person applying for the refund 
so desires, at the Political Treasurj’’ of the Government of India in 
the particular Indian State, or if there is no treasury under the 
control of the Political Officer, at the prescribed British Indian 
Treasury. 

61-A. Semiriiies held hy Indian States or hy Ruling Princes 
and Chiefs. — An Indian State is not assessable to any income-tax 
or super-tax except under the Government Trading Taxation Act, 
1926 (III of 1926), that is to sa}’’, unless the State carries on a 
trade or business. 'Interest on securities held by Indian States is, 
therefore, not taxable.' Interest on Government securities alone 
held by Ruling Princes or Chiefs as individuals, that is, not as 
the property of the State, is taxable under the law, but it has 
been exempted under section 60 of the Act (item No. 5-A of para- 
graph 17). It is, therefore, no longer necessary that the authorities 
responsible for the payment of interest on Government securities 
should be supplied with information enabling them to discriminate . 
between those that are the property of the State and those that are 
the property of the Rxiler; bxxt it is still necessary that such’ 
authorities before paying the interest withoxit dedxicting income-tax 
should have evidence that the income-tax axxthorities are satisfied 
that the particxxlar secxxrity in question is eligible to exemption on 
one or other of the grounds already mentioned. (No such evidence 
is required where Government secxxrities are held in the names of 
the Rxilers of Indian States in the special non-transferable form 
prescribed by Rule 38 of the Indian Secxxrities Rules, 1920 ; bxit inn 
other cases, a State or its Ruler claiming the payment of interest s 
. free of income-tax should forward a certificate that it is, or he is, ] 
the owner of the securities in qxxestion through the Political AgentJ 
or Resident of the State (a) if the security is in the form of a 
stock certificate, to the Income-tax Officer within whose jxxrisdic- 
tion is situated the Public Debt Office which issued the stock certi- 
ficate; (6) if the security is in the form of a promissory note or a 
bearer bond, — 

(i) when the interest is payable at a Pxxblic Debt Office or a 

treasuiy in British India, to the Income-tax Officer 
within whose jxxrisdiction such Pxxblic Debt Office or 
treasury lies ; and 

(ii) when the interest is payable at a treasxxfy oxxtside British 

India, to the Income-tax Officer, Non-residents Refxxnd 
Circle, Bombay. 
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The Income-tas Officers mentioned will in turn grant exemp- 
tion certificates in tlie form prescribed in paragrapL. 61. The 
exemption certificates will be issued in duplicate in regard to 
securities in the form of stock certificates or Promissory notes, one 
copy being sent to the State or the Ruler concerned and the other 
for purposes of registration direct in the case of stock certificates 
to the Public Debt Office of domicile where the stock certificate is 
registered and in the case of Promissory notes to the Public Debt 
Office or the Treasury Officer responsible for paying interest there- 
on. 


As regards Bearer Bonds, the certificates will be issued in tripli- 
cate, the original being sent to. the State or the Ruler concerned, 
the duplicate copy to the treasury responsible for payment of 
coupon relating thereto and the triplicate copy to the Public Debt 
Office within whose sphere such treasury is situated. 

The exemption certificate pertaining to securities in the form 
of promissory notes or bearer bonds given to the State or the Ruler 
concerned should be produced before the Public Debt Office or the 
treasury each time the promissory note or the coupon attached to 
the bearer bond is presented for payment of interest. 

In the case of stock certificates or promissory notes, an exemp- 
tion certificate will remain valid until either 

(a) it is cancelled by the Income-tax Officer, or 

(b) the security is transferred to some other person than the 

State or the Ruler in whose name it stood at the time 
when the certificate was issued, or 

(c) the security is changed from one form into another, e.g., 

from a stock certificate into promissory notes or bearer 
bonds or vice versd, or is renewed. 

In the case of bearer bonds, a fresh certificate will be required 
to cover each interest payment. 

/The above orders refer to Government securities only, the 
interest on which is exempt in the case of Indian States as well 
•as Indian Princes or Chiefs as stated above. As regards other 
securities, viz., those of local authorities and companies referred 
to in section 8 of the Act, only Indian States are exempt. In 
order to have exemption certificates for such securities, the State 
11 concerned will similarly send a certificate stating that it is the 
j{ owner of the securities for which exemption is claimed through its 
’’ Political Agent or Resident to the Income-tax Officer within whose 
jurisdiction the Public Debt Office or the office of the local authority 
or company is situate and on receipt thereof that officer will grant 
an exemp'fcion certificate in accordance with the above directions 
sending a duplicate thereof at the same time to the authority 
■empowered to pay interest on the securities concerned. Hothing 
in these instructions relates to dividends of companies. 
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Refund of any tax already deducted at source ■n'McL. should not 
have been deducted under these instructions, will also be allowed 
by the Income-tax Ofdcer empowered to issue exemption certificates 
under these orders, provided that the claim therefor is presented 
within three years of the date on which it was deducted at source. 

The position in regard to dividends received by a State from a 
company in British India in which it holds shares is entirely 
different from the position in regard to interest on securities held 
by a State. The interest in question is outside the scope of the 
Indian Income-tax Act altogether, and the period of limitation for 
claims to refunds deducted at source from such interest is therefore 
governed not by the provisions of that Act but by the ordinary 
law of limitation. On the other hand the profits of the Company 
are taxed as such, and are clearly within the scope of the Act. 
The fact that part of these profits will be paid by the Company to 
the State whose income as such cannot be taxed because it is not 
an individual, Hindu Undivided Family, Company, Firm or other 
association of individuals is immaterial. The tax is not paid by 
the Company on behalf of its shareholders. Any claim to refund 
can only arise not because the income was not ab initio liable to 
tax but in virtue of section 48 of the Act. Consequently the State 
is only entitled to any refund, that may be found to be admissible 
under section 48. The limitation in regard to such claims is pro- 
vided by section 50 of the Act. 

62. Dedvctions at source of tax on dividends declared by Joint 
Stock Companies . — It often happens that the holders of shares in 
Joint Stock Companies like the holders of securities authorise their 
bankers to collect dividends on their behalf. When they do so, it 
is the practice of the persons distributing the dividends to issue 
certificates under section 20 in the name of a bank for the whole 
block of shares held by the bank on behalf of its constituents so 
that it is not possible for an individual assessee for whom dividends 
are collected by his bankers to produce the certificate required by 
rule 14. The Income-tax Officer should ordinarily accept a certi- 
ficate from a responsible officer of a bank in the following form 
and act upon it as if it were a certificate received direct from the 
person responsible for distributing dividends: — 

We hereby certify that dividends on the various shares specified 
below were collected by ils on behalf of . . • and that we received 
payment or were credited with the proceeds thereof amounting to 
Rs 


The dividends specified are covered by Certificates issued to the 
Bank under section 20 of the Income-tax Act, 1922. 
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iMPEBIAIi BaIvK of InDIA, DEPOSITORS* DEPARTMENT, 


Calcutta 


193 . 

Superintendent. 


Description 

of 

shares. 

Holding. 

Period. 

Date of 
declaration 
of the 
dividends. 

i 

Date of 
receipt of 
dividends. 

Amount 

of 

dividends. 

f 

j 







To be signed by claimant. 

I hereby declare that the shares on irhich dividends as above 
specified haye been received ?^re my own property, and were in the 
possession of the Imperial Bank of India, Calcutta, at the time 
when these dividends were realized. 


Signature. 


. Date 

63. Certificate by a company to shareholders receiving divi- 
dends. {Section 20 f) — The profits of a company are charged to 
income-tax at the maximum rate irrespective of what the amount 
of the profits may be (see Finance Act), and the shareholder of a 
company is, under section 48 (1) of the Act, entitled to claim a 
refund on proof to the Income-tax Officer that the maximum rate of 
income-tax is greater than the rate applicable to his “ total 

'N.'B . — ^The safe custody receipts and the Bank’s pass book to he produced' 
in support of any claim. 






income In order to get sucli a refund, lie must produce tlie 
certificate required by section 20 and prescribed in rule 14. 

Certificates should however be accepted if they supply all tile 
prescribed particulars, even. though they may not be identical in 
phraseology or arrangement with the statutory form of certificate 
given in Buie 14. The shareholders claiming refunds in respect 
of dividends paid out of profits of which a part is not liable to 
Indian income-tax, will only be able to enter approximate figures 
in the refund application, and in the return accompanying it, in 
respect of the amount of tax paid by the company on the dividends, 
and the amount of refund due; but this should not prejudice the 
claimants in any way. The Income-tax Officer will accept the 
certificate but will apply the correct percentage. Any certificate 
will be accepted that is otherwise in order if it shows either that the 
entire profits of the company are liable to Indian income-tax or 
that only part is liable — irrespective of what tlie part may be. 
Duplicates of certificates should be accepted if the claimant satisfies 
the Income-tax Officer who has to sanction the refund that the 
•dividends in respect of the tax on which the refund is claimed 
had actually been paid to the claimant, and if the Income-tax 
Officer has no reason to believe that a refund has already been 
granted in respect of the same dividends. Duplicates should not be 
accepted unless a convincing reason is given for not producing 
originals. Duplicates may be accepted, for example, if it is 
alleged that the originals have been lost and the Income-tax 
'Officer has no reason to doubt the statement; on the other hand, 
duplicates should not be accepted if the originals can be produced 
though after some delay. As in the case of the certificate regarding 
tax deducted from interest on securities mentioned in paragraph 
'61, where a share-holder in a company is assessed to income-tax 
on account of income in his own hands, he may, instead of claiming 
a refund, ask that any rebate to which he is entitled should be 
set-off against the tax which he is personally liable to pay, and 
the form of return of income for individuals prescribed in -rule 19 
permits of this set-off. 

The form of the certificate prescribed in rule 14 differs from the 
form of the certificate prescribed in rule 13 for income-tax deducted 
from interest on securities in that it simply contains a statement 
, that income-tax has been or will be duly paid by the company and 
that the dividend was declared on a certain date. It contains no 
statement as to the rate at which tax has been or will be levied or as 
to the amount of tax paid or to be paid. The reason for this is 
that in many cases it is impossible to state at what rate tax' has 
been or will be levied on the particular profits out of which divi- 
■dends are paid. The dividends of a company may be distributed 
■from profits made .during the course of a financial or commercial 
year before the rate of tax is known, or may be distributed from 
reserves maintained for the equalisation of dividends and composed 
■of profits earned in previous years. It should, therefore, be 
assumed by Income-tax Officers in connection with these particular 
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certificates that tax lias been levied in respect of tbe dividends at 
tbe rate current on tlie date on 'wbicb tbe dividends were declared 
since tbis is tbe rate to be taken into account in dealing witb a 
claim for a refund under section 48 (i). 

Tbe form of certificate also provides for cases sucb as tbat of 
tbe tea companies wbicb do not pay income-tax on tbeir entire 
profits and gains distributed as dividends. 

Tbe amount of income-tax so assumed to be payable by tbe 
company in respect of tbe dividend declared bas, under tbe provi- 
sions of section 16 {2), to be added to tbe net dividend received in 
calculating tbe total income of tbe individual sbarebolder. 

Tbe following instructions may witb advantage be followed by 
persons granting certificates prescribed by section 20 of tbe Act : — - 

(1) Tbe statutory form of certificate of deduction of income-tax 

prescribed by rule 14 of tbe Indian Income-tax Rules 
should invariably be used. 

(2) • Either (< 2 ) tbe certificate should be printed on tbe same 

sheet of paper as tb.e actual warrant witb a line of per- 
foration to permit of its being detached, or (6) tbe divi- 
dend warrants should be machine-numbered, while 
evei^’' certificate relating to a particular dividend should 
be given tbe same number as tbe corresponding warrant. 
There are cases in wbicb Banks collect dividends on 
behalf of tbeir constituents and companies send tbe 
banks consolidated dividend warrants in payment of ail 
tbe dividends due in respect of tbe block of shares for 
wbicb the' bank is acting, and at the same time send 
separate certificates for the share-holders by whom tbe 
shares are owned. In sucb a case if certificates are 
issued to a Bank for say twenty constituents, relating to 
dividend warrant No. i, the certificates should be num- 
bered by band 1/1, 1/2, 1/3 to 1/20. 

(3) Tbe practice adopted by certain companies of either attach- 

ing red slips to tbe certificates drawing tbe attention of 
recipients to tbe need for tbeir careful preservation for 
a year or two or of printing tbis caution in red ink on 
tbe face of tbe certificate may be generally followed. 

(4) A note should be printed on tbe certificate to tbe effect tbat 

share-holders may claim refund of tax under section 48 
(1) of tbe Act in respect of tbeir dividends if tbeir 
personal rate of tax is less than tbe maximum rate. 

'64. Annual return of employes. {Section 21 .) — ^Ender section 
21 read with' rules 15, 16 and 17 a return in tbe form prescribed in 
rule 17 must be made of all employes deriving an income of Rs. 
1,000 per annum or over by tbe Government officers mentioned in 



rule 15, by every private employer and by, in tb.e case of local 
authorities, companies or other public bodies or associations, the 

principal officer ” (see paragraph 7) “or the prescribed person 
The provision that in the last mentioned case the return is to be 
made either by the principal officer or “ the prescribed person ” 
is designed to avoid difficulties experienced particularly in the case 
of companies, owing to the provision of the Act of 1918 which 
required that the return should always be made by the “ principal 
officer Where a company, for example, has got several places 
of business, it may be more convenient for the company that the 
returns under this section should be made not by the principal 
officer at the headquarters of the company but by officers at different 
branches, since this particular return has as a rule to be made to 
the local Income-tax Officer, i.e., to the Income-tax Officer of the 
place where the employes happen to reside. The liability for 
making this return remains under section 21 with the principal 
offcer unless another person is prescribed in the case of particular 
companies. Such a person must be prescribed by means of a rule 
made by the Central Board of Eevenue [see section 2 (10) and 
section 59 (2) (c)]. The object of the return is to enable Income- 
tax Officers to see that the tax has been deducted at fhe source 
under section IS (2), to arrange for adjustments where the collec- 
tions at the source have not been made correctly and to assess 
“ salaried ” persons under section 23, whefher the tax has been 
collected at the source or not, where tlie salaried persons have other 
income than “salary”. 

This section prescribes that the return must be delivered to tlie 
Income-tax Officer but does not state to what particular Income-tax 
Officer the return should be made. Every Income-tax Officer has, 
under the provisions of section 64 (4), all powers conferred by or 
under the Act on an Income-tax Officer in respect of any income 
accruing or arising or received within the area for which he is 
appointed, irrespective of wffiether the particular income is assessed 
bj" him or not. In most cases it is convenient that this return 
should be made to the Income-tax Officer of the area in wliich the 
employes reside, but in some cases it may be more convenient that 
the return should be made to the Income-tax Officer of the area 
in which the headquarters of a wide spread business is situated. 
It is for the Income-tax Commissioner in each doubtful case to 
decide to what particular Income-tax Officer this return should be 
sent. 

The return prescribed under this section is the return of all 
employes who during the period of 12 months ending 31st March 
last were in receipt of salary of not less than the prescribed amount 
of Bs. 1,000, and the relurn must be furnished to the Income-tax 
Officer in the proper form before the 1st of May. The obligation 
to make this return is a statutory one and no preliminary notice 
or request from the Income-tax Officer is required. Failure to 
furnish this return is punishable under section 51 (c) of the Act. 

65. Return of income hy companies. (^Section 22 (7).] — The 
return of the total income of a company must be furnished to the 
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Income-tax Officer before tlie 15tli day of June in eacli year in tbe 
form prescribed in rule 18, Tvbicb also contains the form of tbe 
verification of sucb retxirn. Tbe obligation to make tbis return is 
a statutory obligation upon tbe “ principal officer ” (see paragraph 
Y) of tbe company, and it is not necessary that tbe Income-tax 
Officer should send any preliminary notice or request to tbe com- 
pany or tbe principal officer concerned. Failure to furnisb tbis 
return is punishable under section 51 (c) of tbe Act, 

66. Return of income hy persons other than companies. 
\_SeGtion 22 {2 ).'] — ^Tbe form of return of total income of individuals 
firms or Hindu undivided families is prescribed in rule 19 which 
also prescribes tbe form of tbe verification of sucb return. In tbis 
case no statutory obligation rests upon tbe individual, firm or 
Hindu undivided family to make such a return until a notice has 
first been served b^’- tbe Income-tax Officer requiring sucb a return. 
Tbe notice must allow a period of 30 days for tbe furnishing of tbe 
return. If, however, on receipt of such notice, tbe return^ is not 
furnished within due time, sucb failure to make a return is 
punishable under section 51 (c) of tbe Act. 

A return under section 22 on which tbe word “ loss ” has been 
written, without any figures, or in which ‘ nil ’ has been entered 
against each item, is not a valid return {cf. Calcutta High Court 
case Ram Eissendas Bagri versus Commissioner of Income-tax, 
Bengal, II Srinivasan’s Tax Cases, p. 324). If, therefore, sucb a 
return is filed by any person, tbe Income-tax Officer can proceed 
after issuing a notice under section 22 (4), and making enquiries, 
to assess him under section 23 {4) if he finds that sucb a course is 
justifiable. 

67. Conseq^uences of failure to furnish a return of income . — 
Where a return is not furnished in due time, whether it be a 
statutory return which companies are required to furnisb by tbe 
15tb of June under section 22 {!), or whether it be tbe return 
which other persons are required to furnisb under section 22 (2) 
on receipt of a notice from tbe Income-tax Officer calling upon 
them to do so, the person failing to make tbe return is not only 
liable to be prosecuted under section 51 (c) but no appeal lies under 
tbe proviso to section 30 (1) of tbe Act against any assessment made 
by tbe Income-tax Officer upon tbe company or other person failing 
to make a return. In tbe case of a registered firm, the Income-tax 
Officer may also cancel its registration but not until 14 days have 
elapsed from tbe issue of a notice by tbe Income-tax Officer to tbe 
firm intimating bis intention to do so. 

Failure to make a return, therefore, deprives tbe person at fault 
of any remedy whatsoever against tbe assessment subsequently 
made, except the remedy specified in section 27. Under that 
section a person failing to make a return may within one month 
after tbe receipt of a notice of demand of the tax apply to tbe 
Income-tax Officer, and if be satisfies him that be was prevented 
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by sufficient cause from making tlie return, tlie Income-tax Officer 
sball cancel tbe assessment, refund any tax already paid at once 
witbout waiting for an application for refund from tbe assesses, 
and proceed with tbe case de novo. Should tbe Income-tax Officer 
refuse to re-open tbe case under section 27, tbe assesses may appeal 
under section 30 to tbe Assistant Commissioner, but if tbe Income- 
tax Officer does re-open tbe case, wbetber of bis own accord on an 
application under section 27 or under tbe orders of tbe Assistant 
Commissioner under section 31 on an appeal, and tbe assesses fails 
again to make a return, tbe same provisions apply and no appeal 
lies against tbe assessment. Section 22 {2) makes it ohligatory 
upon tbe Income-tax Officer to call for returns from all assessees, 
and as tbe success of tbe administration of tbe Act is largely de- 
pendant upon assessees making returns of tbeir income, every efiort 
should be made to get every assessee to file a return. At tbe same 
time it is desirable that, with due regard to tbe fiscal interests of 
tbe Government, all income-tax officials should administer tbe Act 
in a sympathetic spirit, and in particular should give assistance to 
assessees if they find any difficulty in filling up tbeir returns. 

Sub-section (<3) of section 22 is a new provision tbe effect of 
which is that where a person has not furnished a return in due 
time or having furnished a return discovers any omission or wrong 
statement therein, be may furnish a return or a revised return 
before tbe order of assessment is passed so that where such a return 
or revised return has been made tbe assessee may not be’ prosecuted 
for failing to submit a return in due time under section 51 (c) and 
may not be penalised under section 28 for making a wrong state- 
ment in tbe original return.- 

68. Consequence of false reUtrns. Concealment of income and 
improper distribution of profits. {Section 28 ). — A person who 
makes a false return under section 19-A, or section 22, or sub-section 
{2) of section 26 A, or sub-section (2) of section 32, or sub-section 
{2) of section 33- A is liable to be punished under the provisions of 
section 177 or section 182 of the Indian Penal Code which run 
as follows : — 

‘ 177. Whoever, being legally bound to furnish information on any subject 
to any public servant, as such, furnishes, as true, information on the subject 
which he knows or has reason to believe to be false, shall be punished with 
simple imprisonment for a term Avhich may extend to six months, or with fine 
which may extend to one thousand rupees, or with both. * * 

“ 182. Whoever gives to any public servant any information which he 
knows or believes to be false, intending thereby to cause, or knowing it to be 
likely that he will thereby cause such public servant — 

(a) to do or omit anything which such public servant ought not to do 

or omit if the true state of facts respecting which such informa- 
tion is given were known by him, or 

(b) to use the , lawful power of such public servant to the injury or 

annoyance of any person 

shall be punished with imprisonment of either description for a term which 
may extend to six months or with fine which may extend to one thousand 
rupees, or with both.” 
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Tlie returns under section 19-A, or section 22, or sut-section (2) 
of section 26-A, or sub-section (2) of section 32, or sub-section (2) of 
section 33-A, must be “ verified in tbe prescribed manner ” and 
imder section 52 of tbe Act a false statement in any sucb verification 
is an ofience punishable under section 177 of tbe Indian Penal Code, 

Apart from these legal penalties, under section 28 of tbe Act if 
tbe Income-tax Ofidcer, tbe Assistant Commissioner or tbe Commis- 
sioner is satisfied that an assessee has concealed tbe particulars of 
bis income or has deliberately furnished inaccurate particulars 
of sucb income and lias thereby returned it below tbe real amount, 
be may direct that tbe assessee shall pay a penalty not exceeding 
tbe amount of tbe tax which would have been avoided if tbe return 
bad been accepted as correct. If tbe profits of a registered firm 
have been distributed otherwise than in accordance with tbe shares 
of the partners as shown in tbe instrument of partnership registered 
under tbe Act governing sucb distribution and any partner has 
thereby returned bis income below its real amount, the Income-tax 
Officer, Assistant Commissioner or Commissioner, as tbe case may 
be, may impose similar penalty on tbe partner concerned and no 
refund or other adjustment shall be claimable by any other partner 
on this account. 

Penalty under section 28 is leviable in tbe course of any pro- 
•ceedings under tbe Act provided that tbe facts justifying the im- 
position of a ..penalty under tbe section are established. There is 
nothing in either section 28 or section 34 to preclude tbe imposi- 
tion of a penalty in tbe course of proceedings under section 34 in 
respect of the original return under section 22 (2), if the facts of tbe 
•case justify tbe imposition of sucb a penalty. 

Clause (4) of section 28, however, provides that where a penal 
assessment under that section is imposed by the revenue authori- 
ties, no criminal prosecution for an offence shall be instituted on 
tbe same facts. It is obviously not desirable that there should be 
room for a possible conflict between tbe revenue and judicial 
authorities, and it is also unreasonable that a double punishment 
should be provided for. 

A criminal prosecution cannot, under section 53 (I) of tbe Act, 
be instituted except at tbe instance of an Assistant Commissioner. 
In most cases action under section 28 will be effective although 
in more serious cases a prosecution might be launched. 

69. Production of accounts. }[Sectwn 22 (4).] — Under sub- 
section (4) of section 22 tbe Income-tax Officer is empowered to 
call upon any person liable to make a return to produce sucb 
accounts or documents as be may require. It does not, however, 
empower him to ask tbe assessees to prepare accounts like a profit 
and loss account which they do not already possess and do not re- 
quire for their own purposes : all that it empowers tbe Income-tax 
Officer to do is to call for accounts and documents which are, or are 
believed to be, in existence,. The production of accounts may be 
called for whether a return has or has not been made. As stated 
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in paragra])!! 07, ii is ahvays desirable in tlio interests both of the- 
as^e.-'Ces and of tlie Government that Income-tax Officers shonld 
obtain u return of income before they make an assessment. If, 
however, such returns are not forthcomiiig. they should, so far as 
possible, obtain tlie accounts of the assessee. Again, if a retuim 
is made the Income-tax Officer has ]iower to call for accounts whor- 
ercr he considers it necessary for the purpose of testing the accuracy 
of the return, li is, however, dosirahle that the least possible in- 
convenieiiee sliould be given to assessees by the detention of their 
accounts by Incoinc-ta.v Officers, and Income-tax Commissioiters 
should lake steps to see lliat accounts are not detained for any un- 
due lime or for any unnecessary purpose. Steps should he taken 
to seraire that tlie services of coinpeteut and reliable Accountants 
where employed hy assessees should he utilised to the fullest extent 
hy tlie Jncome-ta.'c Olheers, The latter from their experience shonld 
soon know what particular Auditors can he relied upon to give ac- 
curate figures. Where a statement of profit and loss filed by .an 
asscsseo has been certified as correct and complete by such an Ac- 
coiinlant, the income-tax tffficers should, unless they see reason to 
tlie contrary, accept the statement as correct and complete with 
regard to tlie facts mentioned in it, although he will frequently 
have to call for details showing how various figures are made up. 
But in .sucli cases the Accountant himself when authorised by the 
as«cssce to appear on his behalf should be asked to supply the details. 
Income-tax Commissioners shonld take stops to secure that the- 
sorvices of such Accountants are fully availed of. 

The proviso to suh-section {4) of section 22 prevents any Income- 
tax Ufiicer from calling upon an assessee to produce books of 
account going back for a period of more than throe years prior to 
the ‘‘ accounting period ”. This limitation applies merely to books 
of account ; it does not apply to documents. jNo limitation is placed 
by the .\ct upon the power of the Income-tax Officer to call for 
documents of any dale. 

A'eglect to furnish accounts or documents asked for by the 
Income-tax Officer under .section 22 {4) is punishable under section 
51 (d) and, further, under the provisions of section 23 {4) rend with 
section 30 (7), any person who fails to comply with the requisition 
of the Income-tax Officer for the production of accounts or docu- 
ments may not appeal under section 30 against the assessment' 
made whether he has made a return or not. If the assessee is a 
retjiHord firm the Income-tax Officer may cancel its registration. 
Be is in exactly the same position as a person who did not make a 
return in tlio first instance, hi.s onlj’ remedy being that described 
in paragraph G7 {i.c., under section 27). 

70. Evidence hi nsscssment ‘proceedings other than returns and’ 
an'ounts of assessee . — In addition to his general power to call for 
aecrmnts. the Income-tax Officer Avhere he believes that a return 
made under section 22 {2) is incorrect or incomplete, has power 
to call upon an asse.ssee to attend or to produce or cause to bo pro- 
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duced evidence of tlie correctness of Ms return., If an assessee fails 
when required by an order under section 23 (2) to attend or to 
produce evidence in support of bis return, be is not liable to any 
penalty under section 51, but failure to comply witb sucb orders 
bas tbe result of placing tbe assessee in exactly tbe same position 
as a person wbo failed originally to make a return [see section 23 
{f)\, that is, be may not appeal against tbe order of assessment or 
take any action other than action under section 27 as described in 
paragraph 67. If tbe assessee is a registered firm, tbe Income-tax 
Ofilcer may cancel its registration. 

Under section 23 (5), tbe Income-tax Oflicer is empowered to 
utilise any evidence bearing on tbe assessment which be may 
obtain of bis own motion, while under sections 37 and 38, be can 
enforce tbe attendance of any person for this purpose and compel 
tbe production of the information that be requires. 

Tbe following special instructions should be observed in calling 
for information from railway administrations : — 

{i) Tbe information must be relevant to an individual assess- 
ment. Income-tax Ofidcers should not, for instance, ask 
for a complete statement of all consignments to or from 
a particular station. 

(m) Tbe demand for information must be couched in definite 
terms. Tor instance it must state whether tbe particu- 
lars are required witb regard to outgoing or incoming 
consignments and name tbe stations witb regard to 
which tbe information should be collected. 

{iii) Tbe requisition for information should always be sent to 
tbe Agent of tbe Railway administration concerned. 
There is no objection, however, to Railway officers fur- 
nishing information direct to the income-tax authorities 
without tbe intervention of tbe Agent where tbe Agent 
bas no objection to their doing so. 

Section 37 gives power to call for railway books. 

Except as provided in section 19A and Rules 42 and 43, a 
company should not be required to furnish tbe Income-tax Officer 
witb a return of tbe persons (witb their addresses) for tbe time being 
appearing on tbe share register of tbe company and tbe amounts 
of tbe dividends paid or payable to sucb persons during any parti- 
cular period. Sucb a duty would be burdensome to tbe company 
witb no corresponding advantage to tbe administration. It is for 
this reason that in section 39 of the Act provision is made that tbe 
share register, tbe register of debenture holders and of mortgagees 
of any company are open to tbe inspection of tbe income-tax 
authorities, wbo may also take copies or cause copies to be taken 
of any entries in sucb registers. Since tbe power to inspect, and 
take copies of sucb register is specifically conferred by section 39, 
no income-tax authorities utilising these special powers can be 
called upon to pay any fee for inspection or copies under tbe Com- 
panies Act. 
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The Bill as originally framed contained a provision empowering 
an Income-tax Officer to require information to be given regarding 
specific payments shown in the accounts of an assesses where there 
'is reason to believe that such payments will become liable to tax 
in the hands of the recipients. This particular provision was 
omitted by the Select Committee on the Bill as being entirely 
unnecessary because Income-tax Officers have ample powers to 
disallow any payment shown in the accounts of an assesses where 
proof of the payment is not forthcoming. 

Section 37 also provides for the issue of commissions. The scale 
of diet money and travelling expenses for witnesses su mm oned 
under this section should be that prescribed for attendance in civil 
courts in the Province concerned. 

71. Personal attendance of assesses. — While section 23 {2) em- 
powers the Income-tax Officer to require a person making a return 
to attend at his office, under the provisions of section 61 any person 
required or entitled to attend before any income-tax authority may 
either attend in person or be represented by a person duly authorised 
by him in writing. The penalty to which an assessee who failed 
to attend when required to do so by an Income-tax Officer was 
liable under the Act of 1918, has been omitted from section 51 of 
the present Act. "While there is no obligation on an assessee to 
attend in person at any stage of the assessment proceedings or 
before any income-tax authoritj’^ in connection with any proceed- 
ings under the Act, and while he may be represented at any such 
proceedings by any person he pleases to authorise in writing failure 
to attend or to be so represented has the result that the assessee 
loses any right of appeal against the assessment. 

It should, however, be particularly noted that the provisions 
of section 61 merely refer to attendance. Returns and verifications 
required under the Act must be signed either by the assessee himself 
or by any duly authorised person. 

It is desirable that tax-payers should be allowed to use whatever 
agency they please for the purpose of representing their case; and 
whatever person they authorise to represent them whether he be an 
employe, an accountant or any other person, has presumably been 
selected by them as the person having the best knowledge of their 
accounts and financial position, and such person is entitled to appear 
before any income-tax authority and to give explanations and 
produce evidence regarding any points of doubt that may arise. 

71-A. Assessment of Bogus Comfanies and Firms. {Section 
23- A ). — The object underlying the introduction of this section is 
to prevent the avoidance of income-tax and super-tax by companies, 
firms or o ther association of individuals by the adoption of certain 
devices. Where the Income-tax Officer is satisfied that a company, 
firm or other association of individuals is adopting any of the devices 
mentioned in sub-section {!) and {2) of section 23-A he should 
obtain the approval of the Assistant Commissioner to assess the 
individual members on their share of the profits and gains and if 
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it is accorded proceed to assess accordingly. The Assistant Com- 
missioner should give the firm, company or association of individuals 
as the case may be, a hearing before he directs the Income-tax 
Officer to refrain from determining the sum payable as income-tasi 
by it and make the assessment’ on the members. 

Section 23-A is not one of the sections mentioned in section 58. 
Consequently “ Income-tax ” in section 23-A (1) and (2) means 

Income-tax and super-tax ”. It follows that the Income-tax 
Officer under these sub-sections must refrain from determining the 
amount of their income-tax or super-tax payable by the firm, asso- 
ciation or company. 

72. Sethoff of loss under one head of income against income 
under another head . — Under the Act of 1918 it was the aggregate 
amount chargeable under each of the separate heads mentioned in 
sections 7 to 12 of the Act that determined the total and taxable 
income of an assessee, so that when a person carried on a trade or 
profession and also had an income from house property, if he had 
actually incurred a loss from the trade or profession, the figure 
adopted under that head in arriving at the aggregate amount of the 
income chargeable to tax was nil and not a minus sum. Under the 
provisions of section 24 of the Act a loss under one head of income 
may now be charged against profits under another in the same 
year, hio claim can, however, be put forward on behalf of a minor, 
who has been admitted to the benefits of a partnership, to any set 
off under sub-section (2) of section 24 in respect of liis share of the 
loss sustained by the firm. See paragraph 10. 

Sub-section (2) of section 24 only applies specifically to the case 
of a registered firm but the Madras High Court has held that under 
the provisions of section 24 (7) a partner in an unregistered firm is 
entitled to set-off his share of the net loss incurred by the firm in 
T,he same circumstances and to exactly the same extent as a partner 
in a registered firm. It has been decided to accept that decision. 
The result is as follows. A firm owning property or having income 
from a business and being in receipt of interest on securities would, 
under the provisions of sub-section (7), be entitled to set-ofi a loss 
from the business against its income chargeable in respect of interest 
on securities under section 8 or property under section 9. But it 
might happen that a firm might incur a net loss, in which case it 
would not be liable to tax. Sub-section (2) specifically provides 
for such a case. 

Illustration . — A firm has property the annual value of which is 
Rs. 2,000, has income from interest^ on securities amounting to 
Rs. 1,000 and carries on a business from which it incurs in one year 
a loss of Rs. 10,000. The firm is entitled under the provisions of 
sub-section (7) of section 24 to set-off the loss from business against 
the annual value of the property and the interest on securities, and 
its total income would be minus Rs. 7,000. A who is a partner in 
the firm having a share of one-half in the profits thereof, has other 
personal income of Rs. 6,000 from interest on securities. He is 
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of tlie shareliolder or partner; but it is so inclnded — section 16; 
and (b) tlie sbarebolder or partner could in no circumstances be 
assessed individually on sucb income, but under section 14 {2) he is 
assessable on such income if it so happens that the company or firm 
has not been assessed. Consequently such income from dividends 
or from a firm must fall under one of the heads in section 6. 
Income from dividends should evidently be regarded in- the hands 
of the shareholder as income from “ Other sources,” while income 
from a firm should be regarded in the hands of the partner as 
income from “ Business On the other hand the partner or 
shareholder is not an “ assesses ” in respect of such income unless 
the firm or company has not been assessed. 

73. New business . — As stated in paragraph 14, assessments 
under the Act are made on the profits of the “ previous year 
When a new business is started, therefore, no assessment will, as a 
rule, be made in the first year, and the assessment in the second year 
will be made on tfie profits of the preceding year. The only excep- 
tion is that referred to in the next paragraph. 

74. Businesses closing doion . — The only exception to the gene- 
ral rule that assessments are made on the profits of the previous 
year is contained in section 25 {!) where, in order to guard against 
a. possible loss of revenue owing to delay in making assessments on 
the profits of businesses, professions or vocations that close down 
during the course of a financial or commercial year, it is provided 
that in such cases in addition to the assessment on the income of 
the preceding year a further assessment may be made in the year 
in which a business, profession or vocation is closed down, on the 
income of that year. Sub-section {2) of that section imposes a 
statutory obligation on persons discontinuing a business, profession 
or vocation to give notice of such discontinuance within 15 days of 
the discontinuance. 

It is to be noted that these provisions apply only to businesses, 
professions or vocations, that is to say, to profits or gains taxable 
under sections 10 and 11, and further, that they only apply to any 
business, profession or vocation on which income-tax was not at 
any time charged under the provisions of the Indian Income-tax 
Act, 1918. They do not apply to any business, profession or voca-' 
tion on which income-tax had been charged under the provisions of 
that Act, as these are subject to the special provisions of section 25 
(5) which are described below. 

The power to make this additional assessment under section 25 
{!) is a discretionary power which may be exercised whether the 
business, etc., is a purely temporary business commencing and 
closing down in the same year, or whether it is a business that has 
been in existence and has -been previously taxed under the present 
Act. It should only be used in cases where there is reason to anti- 
cipate that the tax may not be collected unless the assessment is 
made in the year in which the business, etc., closes down. Where 
there is reason to believe that there will be no diflSculty in making 
the assessment and collecting the tax in the usual manner, that is. 
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in tlie year after tire business closes down and on tbe profits of tbe 
year in^wbicli it did close down, there is no need to use tbe special 
powers conferred by this sub-section. 

The profits to be taxed under the provision of section 25 { 1 ) 
are the profits accruing between the end of the last “ previous 
year ” of which the profits have been taxed and the date of the 
discontinuance of the business. Further, the rate to be applied in 
taxing the discontinued bxisiness under sub-section (1) is the rate in 
force in the year in which the assessment is made. 

Where a business, profession or vocation had tax charged on it 
under the provisions of the Income-tax Act of 1918, the provisions 
of sub-section ( 1 ) to section 25 cannot be brought into use for the 
assessment of any such business. On the contrary for reasons given 
in paragraph 14, it is, under the provisions of sub-section { 3 ) of sec- 
tion 25, not liable to tax in respect of profits or gains Tor the period 
between the end of the last “ previous year ” and the date of dis- 
continuance, but is entitled to substitute the profits of that period 
for the profits of the last “ previous year ”. For example, in the 
case of a business whose “ previous year ” ends on 31st March, if 
it close down on March 31st, 1923, its assessment for 1922-23 will 
be on the profits for the year ending 31st March 1922, or at its 
option, on the profits of its year ending 31st March 1923. If such 
a concern closed down on 30th April, 1922, it would still be assessed 
in the year in which it closed down, but the assessment would be 
on the year’s profits to 31st March 1922, or at its option on the 
profits of the month of April 1922. If, however, the concern’s 
“ business j’-ear ” ends on 30th April and it closes down on 30th 
September 1922, its assessment in the year 1922-23 would be on the 
profits of its year to 30th April 1921 or at its option on its profits 
from 1st May 1921 to 30th September 1922. This special provision 
applies only to a business, profession or vocation on which tax was 
charged under the Act of 1918, and when a claim for this concession 
is made, it must be supported by proof that tax had been charged 
under the Act of 1918 in respect of that very business, profession 
•or vocation. \ 


An assessee should be allowed the benefit of section 25 ( 3 ) if (1) 
he has (for example) both a business and a profession and 'jliscon- 
tinues only one of them or ( 2 ) has more businesses than on'p and 
discontinues one or more, but not all of them, provided thakthey 
are genuine distinct businesses for which separate accounts are 
maintained, and not mere branches of a single business. (The 
section should, of course, only be applied to the income of (any 
profession or business that is actually discontinued. j 

A claim to be assessed under this sub-section may be admitteli if 
it is made not later than the end of the year following that in which 
'the business, profession or vocation is discontinued. i 

N.B. — The provisions of section 25 apply to the complete stoppage or Mis- 
continnance of a business, profession or vocation and do not apply to /any 
change in, the proprietorship. "Where there is any change in the propri/jtor- 
ship merely, the provisions of section 26 apply (see paragraph 75- A). / 
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Wliere a business^ profession or vocation is completely discon- 
tinued and is not merely transferred from one proprietor or set 
of proprietors to another, the person who carried on the discontinued 
business is responsible foi the pa 3 rment of the tax, and where the 
proprietorship was vested in a firm, section 44 specifically provides 
that the persons who were members of the firm on the date of 
such discontinuance, are jointl}'’ and severally liable to any tax 
due from the firm. 

75. Change in the constit%ition of a firm. [^Sectioyi 26 (I)-] — 
As amended b}* Income-tax Amendment Act III of 1928, section 26 
now consists of two parts, the first part dealing with changes in 
the constitution of a firm and the second part with changes in the 
ownership of a business, profession or vocation. Under section 26 
(1) the assessment on the firm and on the members thereof shall, 
subject to the provisions of this Act, be made as if the firm had 
been constituted throughout the previous year as it is constituted 
at the time of making the assessment and as if each member had 
received the share of the profits of the j'ear proportionate to his 
interest in the firm at the time of making the assessment. Uor ex- 
ample, if ‘ A ’ happens to be a member of a firm when an assess- 
ment is made in the year 1922-23, even if ‘ A ’ has newly suc- 
ceeded to the partnership just before the assessment is made, he is 
deemed, for the purposes of both income-tax and super-tax, to have 
received out of the profits of the j-ear 1921-22 (which are the profits 
assessable in the j'ear 1922-23) the share to which he would have 
been entitled had his share in the firm been the same as it was in 
1922-23 when the assessment was made. 

75-A. Snccession. [^Seciion 26 (2).] — This sub-section applies 
onlj" to cases in which a business, profession or vocation has changed 
hands. This sub-section incorporates the decision of the Privy 
Council in the Western India Turf Club case. The assessment 
should be made on the successor as though he had been carrying 
on the business, profession or vocation thfoughout the previous 
year and as if he had received the whole of the profits for the year. 
The rate of tax paj’-able will depend on the status of the successor 
and not on that of the predecessor. 

If two or more firms amalgamate and are taken over b}’- a new 
company, or if a companj' alreadj’- in existence takes over one or 
more firms any loss of one firm can be set olf against the profits 
of another firm or of the company or vice versa in taxing the com- 
pany in the first year after the succession. A single assessment 
should be made on the successor in respect of the profits of all his 
predecessors and of himself, if he existed in the previous year, 
taken together. 

Where a concern splits up into two or more concerns, each of 
the latter should be assessed on the profits in the previous year of 
the corresponding part of the original business in the manner 
appropriate to its status (i.e., whether it is a firm or a company, 
etc.) when the assessment is made. Where a person disposes of 
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a part of Kis business to another, there is a succession in respect 
of that part, and the same principles apply. When a business is 
split up or a portion thereof transferred, it is not correct to make 
a consolidated assessment on the profits of the business as a whole 
in the previous year and then apportion the tax between the difier- 
ent proprietors of the divided parts. 

When in the year in which the first assessment is made after 
succession to a business has occurred, the successor wishes to adopt 
a different accounting period from his predecessor’s, the request 
should be treated as involving a change of accounting period. If 
the result of this change is to leave an interval between the end 
of the last complete accounting period of the predecessor and the 
beginning of the first accounting period of the successor, the proce- 
dure prescribed in paragraph 6 above for the assessment of an 
assesses who has been permitted to change his accounting period 
should be followed in all respects, and the nature of the change 
of accounting period permitted, and the conditions on which per- 
mission is granted should be clearly recorded by the Income-tax 
Officer in his assessment order. 

76. Orders of^assessment . — ^When an assessment order has been 
passed under section 23, any assesses who applies to the Income-tax 
Officer for a copy of the order must be supplied by the Income-tax 
Officer with a copy, free of charge, subject to the following condi- 
tions : — 

(i) that not more than one copy of an assessment order should 
be supplied free, and 

(w) that a copy of assessment order of a year previous to that 
in which it was passed should not be supplied free of 
charge unless the applicant satisfies the Income-tax 
Officer that it is required for his use in some proceed- 
ings which are pending under the Indian Income-tax 
Act, 1922, with reference to the particular assessment 
covered by the order and which are not time-barred. 

Proposed representations to higher authority which are not covered 
by any provision of the Act will not be regarded as proceedings 
pending under the Act. 

77. Notice of deviand . — The notice of demand referred to in 
section 29 and prescribed in rule 20 draws a clear distinction 
between the cases where an appeal lies against an assessment and 
where an appeal does not lie and shows the appropriate remedy 
to an aggrieved assesses in either case. These notices of demand 
should, so far as possible, contain the demand both on account 
of income-tax and super-tax, and since the total income has to be 
ascertained in every assessment for income-tax in order to deter- 
mine the rate at which income-tax shall be payable on any income 
for which the assessee is responsible for direct payment, and as it 
is on the same total income that super-tax is leviable, it is desir- 
able that, so far as possible, in the interests of economy and con- 
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venience to assessees, tlie assessment botli of income-tax and super- 
tax slipuld be made simxiltaneously. 

78. Appeals to Assistant Comonissioner . — Tbe cases in wbicb 
an appeal maj’ lie to an Assistant Commissioner against tbe orders 
of an Income-tax Officer are specified in detail in section 30. As 
slated in paragraph 67, it is necessary that ever}* effort slionld be 
made to get tax-payers to file returns of income and tbe restrictions 
on appeals contained in tbe proviso to section 30 (1), wbicb 
definitelj' forbid tbe entertainment of any appeal against an assess- 
ment vrbere tbe Income-tax Officer bas been compelled to make tbe 
assessment under section 23 (-i) [i.e., in cases vrbere an assessee 
bas failed to make a return or bas failed to produce bis accounts 
vben called for or bas failed to produce any proof of tbe accuracy 
of bis returns], should be rigidly adhered to. Under no circum- 
stances may any appeal be entertained in those cases. 

Section 30 now allows appeals to the Assistant Commissioner 
against tbe refusal of an Income-tax Officer to re-open a case under 
section 27 and also against tbe orders of an Income-tax Officer 
imposing a penalty under section 25 (2) or section 28. 

T7ben an Income-tax Officer bas refused to register a firm, no 
appeal lies to tbe Assistant Commissioner of • Income-tax under 
section 30 of tbe Act against non-registration, whether from tbe 
firm itself or from any partner who regards himself as aggrieved ; 
similarly, no partner in a firm is entitled to appeal under that 
section against tbe validity of a registration. Nor can either point 
be taken up in an appeal under section 30 against tbe assessment of 
tbe firm or of a partner. An appeal under section 30 lies only 
against anytliing decided in tbe proceedings leading to tbe assess- 
ment, and tbe decision that a fii’ui is or is not entitled to registra- 
tion is not reached in those proceedings but in separate proceedings 
■under section 2GA. 

Commissioners of Income-tax have power under section 33 to 
interfere with an Income-tax Officer’s order registering a firm or 
refusing registration. Any party dissatisfied with any order of an 
Income-tax Officer passed under section 26A, may therefore apply 
to tbe Commissioner of Income-tax to review such order \inder 
section 33. 

Where tbe determination of tbe precise amount of loss sus- 
tained Iw an assessee in a particular year is material, for example, 
where tbe assessee is a firm and tbe amount of loss sustained by 
tbe firm affects tbe assessments of tbe partners, or where tbe 
amount of depreciation that can be carried forward is affected, 
an appeal should be admitted under section 30 against tbe Income- 
fax Officer’s decision as to tbe amount of loss unless, of course, 
tbe case bas been decided under section 23 (4). 

Tbe form in which an appeal must be presented to tbe Assistant 
Commissioner is specified in rule 21 and that form must also be 
verified in tbe method prescribed in tbe same rule. Any false 
statement in the said verification is punishable under section 52. 

INCOME-TAX 
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An Assistant Commissioner should not hear appeals against 
his own orders passed as Income-tax Officer. When an Income- 
tax Officer on appointment as Assistant Commissioner, acting or 
jiermanent, is not transferred to another Assistant Commissioner’s- 
range, appeals against his oi’ders as Income-tax Officer should he 
heard by another Assistant Commissioner appointed nnder section 
5 (4) to hear such appeals. 

79. Poivers of Assistant Commissioner in dealing with affeals. 
{Section 31). — The provisions of this section have been re-worded 
in order to make it clear that the Assistant Commissioner in en- 
tertaining an appeal has power to remand a case to the Income- 
tax Officer for report or disposal on its merits and also that the- 
Assistant Commissioner is not required to pass orders on the actual 
date of hearing, but may pass orders after the last day of hearing. 

If an ajjpeal, purporting to be an appeal under section 30 is 
filed against an assessment purporting to have been made under 
sub-section {4) of section 23, it is not within the competence of the 
Assistant Commissioner to make an ex 'parte order declining to- 
entertain the appeal on the ground that by reason of the proviso 
to sub-section (1) of section 30 no appeal lies. The appeal must 
be formally heard in accordance with sub-section {!) of section 31 
and a finding recorded on the preliminary issue whether the appeal 
lies. The decision on this preliminary issue will depend on 
whether the assessment expressed to have been made under sub- 
section {4) of section 23 was in fact capable of being made under 
that sub-section If the decision on this issite is adverse to the 
appellant, the appeal will be dismissed on the ground that no 
appeal lies. An order dismissing the appeal on this ground is an 
oi’der under section 31. 

An Assistant Commissioner in dealing with an appeal may 
enhance the assessment made by the Income-tax Officer, but under 
the proviso to sub-section {3) he must first give the appellant a 
reasonable opportunity of showing cause against the enhancement. 
The appellant in such a case may, under section 32, appeal to the- 
Commissioner against the order of enhancement. 

Appeals should never be simply dismissed for default of 
appearance — Ihey should ahvays be decided on their merits., and 
a reasoned decision written, whether the appellant appears or not. 
If the notice of hearing has not been served on the appellant in 
time to permit of his appearing in person or by pleader at the 
lime and place fixed for the hearing of the appeal, the appeal 
should not be disposed of, but should be adjourned and a fresh 
notice issued to the appellant. 

In dealing with an appeal against an assessment nnder section 
34 the Assistant Commissioner can deal onl}* with that part of the 
income that has escaped assessment at the original assessment or 
with any enhancement of rate at the re-assessment. He must not 
therefore entertain any plea that involves any reduction of the- 
amount determined at the original assessment as the amount of the- 
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assesses’ s income from any soxirce that did not escape assessment 
•at tile original assessment. 

80. Appeals to Commissioner . — ^No second appeal lies from 

•orders passed by an Income-tax Oificer. One appeal is allowed to / 

the Assistant Commissioner under section 30. The only cases in 
which an appeal may be made to the Commissioner are against 
special orders passed by an Assistant Commissioner himself, viz., 
an order imposing a penalty under section 28 or an order enhancing 
•an assessment in the course of an appeal. No appeal lies to the 
Commissioner in any other case. 

81. Commissioner’ s power of revision. {Section 33). — The 
period within which an Income-tax Officer may assess income that 
has escaped assessment is restricted by section 34 and the time 
within which an Income-tax Officer, Assistant Commissioner or 
Commissioner of Income-tax maj* correct a mistake apparent on 
the face of the record bx’ section 35. The Commissioner acting 
under section 33 cannot extend this period of limitation though 
he can revise, after it has expired, action validly taken within 
it. If a Commissioner of Income-tax desires to exercise his 
power of revision in any case where more than a j^ear has elapsed 
since the passing of the last order by the subordinate authority 
he should not do so without first consulting the Central Board of 
^Revenue. 

Where in consequence of any appellate or revisional order, or 
any decision of a High Court on a reference, the assessment of a 
firm is modified in a manner entitling any partner to a reduction 
•of the tax imposed on him individual^, and for an}^ reason such 
relief cannot be given by the Assistant Commissioner in the exer- 
cise of his appellate powers, the Commissioner of Income-tax should 
make the reduction under section 33 regardless of the period of one 
year mentioned above. 

The Commissioner need not make a personal enquirj’", if any 
enquiry is necessary, before exercising his powers of revision. He 
may cause an enquiry to be made by a subordinate officer. 

The power conferred by this section on a Commissioner can 
only be exercised once in any particular case. A Commissioner 
who has once “ declined to interfere ” under this section is de- 
barred from subsequent action under that section just as he would 
be if he had passed an order modifying the assessment. 

An order under section 33 merely declining to interfere is not 
an order “ prejudicial to the assessee ”. A Commissioner is 
therefore not bound to hear an assessee or his representative before 
rejecting a revision petition. The Act, of course, does not contem- 
plate such petitions. 

The decision of a Board of Referees under section 33-A is not 
•subject to appeal to any Income-tax authority and cannot be 
revised by the Commissioner in exercise of his powers under section 
33. 

81-A. Reference to Board of Referees. {Section 33-A). — No 
time is prescribed in sub-section 3 of section 33-A within which 
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the Commissioner shoxild refer an appeal to a Board of Referees- 
But every effort should be made to avoid delay in making these 
references. So far as possible the reference should be made within 
GO daj^s at most of the receipt of the appeal. 

82. Assessment of income which has escaped assessment in 
previous years . — Under the provisions of section 34: where income 
chargeable to income-tax has escaped assessment in any financial 
year or has been assessed at too low a rate, the Income-tax Officer 
may commence proceedings at any time within one period of 
twelve months reckoned according to the Gregorian Calendar from 
the end of the financial year in which the income so escaped assess- 
ment in order to get a full or proper assessment. All that section 
34 requires the Income-tax Officers to do within the statutory 
period of one year is to commence proceedings for assessment. It 
is not necessary that the proceedings should be completed within 
that period. 

A notice under section 34 need not specify the detailed grounds 
on which it is proposed to re-open the assessment. 

The following form has been prescribed for the notice under 
section 34: — 

Notice under Section 34 of the Indian Income-tax Act 

(XI-22.) 


Income-tax office. 

Dated 

To 

Whereas I have reason to believe that your income from * 
chargeable to income-tax in the year ending the 31st March 19 , 

[а] has wholly /partially escaped assessment, 

(б) has been assessed at too low rate, that is to say, at 

pies in the rupee instead of at pies in the rupee, 

and I therefore propose — 

(a) to assess the said income that has escaped assessment, 

(b) to re-assess your said income at the correct rate as afore- 

said. 

I hereupon require you to deliver to me not later than 
or within 30 days of the receipt of this notice, a return in the 
attached form of your income from all sources chargeable to in- 
come-tax during the said year ending 

Income-tax Officer. 



I. T. 90. 


* Here enter source. 

(a), (b ) — Unnecessary portions to be struck out. 
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If it appears at any stage of tlie proceedings tliat no income 
]ias escaped assessment or }3een assessed at too low a rate, tlie In- 
come-tax Officer must promptly stop tlie proceedings. It is not 
intended that when a man has concealed part of his income and 
the Income-tax Officer is proceeding to assess the income that has 
escaped taxation, the assessee should be entitled to have an assess- 
ment that has alreadj' become final re-opened. Still less is it 
intended that the Income-tax Officer .should be invested with wide 
powers of revision or review merely because he has formed a mistaken 
impression that certain income has escaped assessment or been 
assessed at too low a rate. His powers under section 34 can never 
be used, therefore, to effect a reduction of tax already levied. 

Wlien income that escaped assessment or was assessed at too 
low a rate is subsequently assessed or fully assessed, the proviso 
to section 34 makes it clear that the rate applicable to such assess- 
ment or re-assessment is the rate in force at the time when the 
income should originallv have been so assessed. 

O V 

As regards appeal against an assessment under section 34 please 
see last sub-paragraph of paragraph 79. 

83. Rectification of mistakes in assessments. (Section 35 ). — 
The power conferred upon the Commissioner or Assistant Commis- 
sioner of Income-tax or the Income-tax Officer by section 35 to 
rectify a mistake, whether on his own motion or on the application 
of an assessee, is confined to the rectification of mistakes patent 
from the facts or documents which were before him when he passed 
his revisional, appellate or original assessment order, as the case 
may be. This section does not confer on the Officers general power 
of review or authorise any assessee to introduce any new facts 
in connection with the said asse.ssment. An Income-tax Officer 
should not correct mistakes in cases that have been dealt witli by 
the Assistant Commissioner on appeal or the Commissioner of 
Income-tax in revision without a reference to the Assistant Com- 
missioner or the Commissioner of Income-tax as the case may be. 

84:. Elimination of -pies from assessment. — Section 36 provides 
that in income-tax assessments or refunds fractions of an anna less 
than six pies shall be disregarded, and fractions of an anna equal 
to or exceeding six pies shall be regarded as one anna. This 
provision has been made for the purpose of eliminating fractions 
of an anna from the accounts. 

Income-tax Officers should also be instructed not to attempt to 
work out the Income-tax due on fractions of a rupee. Tractions 
of a rupee in income should be entirely disregarded. 

85. Income from properties or sccvrities, etc., held under 
Trust. (Sections 40 and 41 .) — Where any “ property ” (in the 
widest sense, but excluding a business) is held under Trust, the 
owner of that property, for the purposes of the Income-tax Act, 
is the beneficiary and the income is the income of the beneficiaiy. 
The Act does not permit of double taxation in the case of Trusts, 
viz., once in the hands of a trustee and again in the hands of a 
beneficiary. Under these sections, the guardians, trustees, agents. 
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Courts of Wards, etc., are required to pay tax oii_ income, profits 
or gains received by tliem on behalf of beneficiaries in the same 
manner and to the same amount as the beneficiaries themselves. 

The following instructions should be followed in the assessment 
of such income: — 

(A) In cases not falling vndcr sections 40 or 41, the Trustee 
is merely to be regarded as an Agent. Beceipt (actual or notional) 
of the income b}* him, or acrual of the income to him, is equivalent 
to receipt by or accrual to the beneficiary. Whether the income 
be distributed or allowed to accumulate, the beneficiary is to bo 
assessed in respect of ft. There is no provision for taxing the 
Trustee in respect of it. The beneficiary may, of course, apply 
for any refund that may be due. The Trustee cannot do so. 

(B) In cases falling vndcr section'! 40 or 41, the position is the 
same except that the Act here provides for recovery of the tax 
from the Trustee, (n) TT7;rre the Trustee holds the entire frogerty 
in the widest sense of the hrncficiary, tlie assessment should be 
made on the Trustee, the tax Avill be recovered from him and he may 
apply for refunds. The assessment will be made as though the 
income from the, trust property were the total income of the Trustee. 
The assessment will of course be quite distinct from that on any 
other income in respect of which the same person may be Trustee 
and from that on the Trustee’s own individual income, (h) If the 
Tivsicc docs not hold the entire projieity of the hencficinry, the 
assessment on the total income of the beneficiary will be made in 
the name of the beneficiary and the tax in respect of so much of 
the income as is received by the Trustee will bo recovered from the 
Trustee, wlio may also apply for any refund due in respect of such 
part of the income, whicli refund will be calculated with reference 
to the total income of the beneficiary. These instructions are 
equally applicable alike (a) where the Trustee simply receives divi- 
dends, interest on seciirities or other income on behalf of, and pays 
such income to, the beneficiary, and (h) where he receives dividends, 
interest, or other income on behalf of the beneficiary and pays a 
fiwed sum out of the income to the beneficiary. If the balance of 
such income accumulates for the benefit of the beneficiary, it is to 
be regarded as his income of the year in which it accrues or arises 
to or is received by the assessee. 

85-A. Income from Imsincss condneted hy Trustees. — Where 
a hnsmess is condneted hy a Trustee or Trustees on behalf of bene- 
ficiaries, the assessment is to be made on the Trustee or Trustees 
conducting such business, whether section 40 or 41 is applicable 
or not. If there are Trustees, they should be treated as an associa- 
tion of individuals (see judgment of the High Court, Lahore, in 
Hote Trustees versus Commissioner of Income-tax, Punjab Eefer- 
ence Ho. 8 of 1930). The tax will be assessed on and recovered 
fz’om^ the Trustee. In the hands of the beneficiary or beneficiaries, 
the income of a business thus conducted by Trustees will not be 
taxed again. [Section 14 (2) (c)]. It will, therefore, be treated 
exactly as though it were a share of the profits of an unregistered 
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firm. Its inclusion in liis total income maj' raise tfie rate of tax 
leviable on tbe remaining income of a beneficiary or render tbat 
income liable to super-tax. The Trust income in tbe bands of 
tbe beneficiary should not itself be subjected to super-tax a seedlid 
time, if it bas borne super-tax in tbe bands of tbe Trustees, tbougb 
legally it is liable to be so subjected. 

If sucb a business is conducted by a single Trustee, tbe same 
principles will be applied. 

86. Non-residents. Income other than from business . — Under 
section 4 (1) tax is payable in respect of all income, profits or gains 
accruing or arising in British India or deemed under tbe provi- 
sions of tbe Act to accrue or arise or to be received in British India, 
whether tbe recipient resides in British India or not. There is 
little difficulty regarding income arising in British India and 
receivable by non-residents under tbe beads “ salaries,” “ interest 
on sefturities,” “ property*,” “ professional earnings,” or “ other 
sources.” In cases of income from “ interest on securities ” and 
“ salaries ” income-tax is deducted at tbe source, and in tbe case 
of income under tbe other beads a non-resident is usually repre- 
sented by an agent [section 42 (i)]. No difficulty bas been 
experienced in determining Avbetber income under any of those 
beads is taxable. 


87. Non-residents. Income arising from business in India . — 
There is no precise definition in tbe Act wliicb can be used as a 
test for determining in every particular instance whether a non- 
resident is or is not carrying on business in British India and bow 
tbe amount of taxable profits is to be arrived at. Section 42 of 
tbe Act contains special provisions regarding non-residents, and 
rules 33 to 35 prescribe tbe manner in which and tbe procedure by 
which tbe income, profits and gains ma^’' be arrived at in tbe case 
of non-residents. Instances are given below of tbe method to be 
adopted in dealing with typical cases : 

(1) Indian branches of non-resident firms are liable to assess- 
ment under tbe Act. In order to secure an accurate assessment 
in sucb cases, sections 22 [4) and 37 enable an Income-tax Officer 
to require tbe production of tbe balance sheet and profit and loss 
account of tbe firm as a whole in addition to tbat of tbe Indian 
branch, and also to require tbe submission of a detailed statement 
of all tbe profits credited to tbe personal account of the bead 
office on account of transactions carried out on its behalf. In 
some instances, however, tbe form adopted for the accounts and 
balance sheets of tbe bead office or tbe Indian branch does not 
enable tbe share of profits properly due to tbe Indian branch to 
bo accurately gauged, while there are certain firms which keep 
no accounts at all either at their bead office abroad or at their 
branch offices in India. Rule 33 gives Income-tax Officers wide 
powers to determine how tbe profits of tbe Indian branch shall 
in these circumstances be calculated and enables them to fix as tbe 
income of tbe Indian branch for assessment purposes either a 
percentage of the turn-over of tbe business done by tbe branch 
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for, where this procedure proves unsuitable, an amount which bears 
Jthe same proportion to the total profits of the business as the 
Indian receipts bear to the total receipts of the business, or, where 
neither of the above methods proves suitable, any other more 
reliable method of calculation. In the case of shipping companies 
in particular the most suitable method of assessing the Indian 
branch is usually to calculate tax on the same proportion of the 
total profits of the company as the Indian receipts of the company 
(meaning thereby the sums received either in India or elsewherfe 
on account of goods shipped or passengers carried from India) 
bear to its total receipts. In the special case of thte Indian 
branches of non-resident insurance companies (life, marine, fire, 
accident, burglary, fidelity guarantee, etc.), it will probably be 
found both feasible and equitable to adopt the provisions of rule 
35 and assess these branches on the proportion of the total profits 
of the companies corresponding to the proportion which their 
Indian premium income bears to their total premium income. 

(2) Indian firms allied to non-resident firms of which they are 
mot technically either branches or agencies often succeeded in the 
past in escaping their proper taxation by a manipulation of 
accounts with the parent non-resident companies. To cite an 
example, a foreign firm dealing in aniline dyes was registered as 
a separate limited liability company in India with a capital of 
Bs. 20,000. The shares were never placed on the market in India, 
but, with the exception of small holdings by managers in India, 
were all held abroad. The registered capital was nominal in 
comparison with the vahie of tlie stock-in-trade and the parent 
company abroad sold to the subsidiary Indian company at a price 
leaving a margin just sufficient to cover the expenses of the subsi- 
diary company, or causing an actual loss to be shown. Section 
42 (2) of the Act is designed to prevent a subsidiary Indian firm 
or company from benefiting by such a manipulation, and enables 
an Income-tax Officer to assess it on the. profits which may rea- 
sonably be deemed to have been derived from its Indian business, 
while, where any difficulty is experienced in arriving at a basis 
for assessment, assessment on a percentage of turn-over, or other 
suitable method can be adopted under rule 34, It is to be noted 
that the provisions of section 42 (2) are not applicable where the 
parent non-resident firm or company is constituted within the 
British Empire and that the liability to assessment is placed on the 
subsidiary Indian firm as a principal and not as an agent. 

(3) Indian agents of non-resident firms of which they are not 
technically either branches or subsidiary firms are liable for the pay- 
ment on account of their principals, of the tax on their principals’ 
Indian profits under the provisions of sections 42 (i) and 43 of the 
Act. It will be observed that these provisions permit the levy 
of the tax on a non-resident’s biisiness not only where he has estab- 
lished a regular agency in India but also where he conducts his 
business regularly through a particular agent or cas\ially through 
various agents. In this case it is not necessary that anything of 
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tlie nature of a regular agency should exist in order to make the 
profits of a non-resident chargeahle in the name of an agent. 
They are so chargeahle even u-hen the only connection hetu'een the 
non-resident and the person acting as his agent is that that person 
is ordinarily aiid regularly employed as an agent hy the non- 
resident. The Government of India do not, however, desire that 
in practice the liahilit}' to assessment should he enforced except 
where something definitely of the nature of an agency exists and 
in particular no attempt should he made to tax the profits of a 
consignment business pure and simple, merely because the non- 
resident consignor hahitually uses a particular resident as his agent. 

In all cases it will he a question of fact whether the connection 
between the non-resident and the resident is such that an agency 
can he held to exist. “ Agency ” for the purposes of this section 
should he interpreted to mean a regular, not casual, agent and one 
whose relation to the non-resident principal is such that the prin- 
cipal may reasonably be held to he trading “ in the country ” and 
not merely “ with the country ”. If, for example, there is no 
privit}’’ of contract between a foreign principal and a resident who 
purchases the foreign principal’s products through another resident 
or if the resident vendor has to bear any had debts arising out of 
such transactions, the resident vendor is not to be treated as the 
agent of the non-resident. Even if a non-resident does not hear 
had debts, he will he considered to he trading in the country [if 
there is privity of contract) if the agent receives a del credere com- 
mission, i.e., an additional commission in consideration of 
guaranteeing the non-resident against bad debts, or if the rate of 
commission is so unusually high as evidently to be intended to 
include a del credere commission though none is specifically 
mentioned. It is doubtful whether it is practicable to formulate 
for the guidance of Income-tax Officers anj* more definite principles 
than those stated above ; but the following examples maj’’ serve to 
indicate the lines on which decisions should be reached : — 

(а) B, a distiller in Glasgow, has agreed to sell to no one in 

India except A, his Agent, provided that A gives B 
all or an agreed proportion of his trade. A purchases 
from B and sells to the trade at his own rates, and all 
, bad debts are A’s, No attempt should be made to tax 
B on his profits. His position, in spite of his supple- 
mentary agreement with A. is merely that of a seller 
to an Indian consignee who takes the risks or profits of 
the trade in India. 

(б) A, an Indian resident and a large supplier of mill stores, 

has a monopoly for the sale in India of the belting of 
a non-resident B. A is paid commission by B on all 
orders he sends either for his own stock or risk or in 
execution of orders obtained. He does not confine his 

• purchases of belting to B. He stands all loss from bad 
debts and fixes the prices to be asked for the goods. 
Here again the position of B is merely that of a seller 
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to an Indian consignee, and no attempt should be made 
to tax B’s profits. 

(c) A is tbe Indian agent for hardware and sundries of B, a 
British manufacturer. A receives salary and commis- 
sion from B and had debts fall on B. Here there is a 
regular agency and B’s Indian profits should he taxed 
through A. 

(fZ) A is the Indian agent for B, a firm in an Indian State, 
who consigns goods for sale in Bombay and ^Ihina 
throiigh A. The business is purely a consignment 
business and B’s profits on his Indian trade should not 
be taxed. 

In all these cases A’s remiineration or profits as agent are liable 
■fo the tax. 

(4) Casual agents for non-rcsident firms to whom goods are from 
time to time consigned have been dealt with in (3) above and no 
attempt should be made to tax the profits of a non-resident through 
the agent on this class of business. 

(5) As regards ta,ration of interest on money lent hy a non- 
resident to a resident in British India, it has been held by the 
Privy Council in the case of the Bombay Trust Corporation as agent 
of the Hongkong Trust Corporation that there can be a business 
connection within the meaning of sections 42 and 43 of the Act 
between a resident borrowing money from a non-resident and a 
non-resident lending money to a resident, and that the former can 
be treated as the statutory agent of the latter, \iuder section 43 
of the Act. This decision is fo be followed wherever it is appli- 
cable. Where, however, a resident takes for a short period, a 
casual and isolated loan from a non-resident with wliom he has 
no regular or continuoxis dealings, it need not be held on the 
strength of that fact alone that there is a business connection 
within the meaning of the above section and that the resident is 
liable as agent on the interest, paid to the non-resident. 

In the Madras High Court Case Ho. 4 of 1921, Chief Commis- 
sioner of Income-tax, Madras, versus Bhanjee Hamjee & Co. (I, 
Srinivasan Tax Cases, page 147), it has been held that a person 
who is not a resident in British India but to whom income arises 
or accrues through business connections in British India is asses- 
sable to income-tax under sections 4 and 42 (1) of the Act whether 
he is a British subject or a foreigner and that the provision in the 
latter section that such income shall be taxable in the name of the 
agent of any s^lch person does not mean that it is not chargeable 
unless assessed in the name of an agent. . It will be clear from 
section 42 (3) that the entire profits of a branch or agency of a 
foreign^ firm importing goods in British India are liable to fax 
in British India irrespective of where the profits ancrued or arose, 
arid whether received in British India or not. Thus if a foreign 
manufacturer has an agency or branch in British India and sells 
his products through it in British India, he is liable to tax on his 



233 


[87 


m 


manufacturing' profits as -well as on tlie merclianting profits — ^wliile 
a foreign liead office is not allowed to charge a notional commission 
to its branch or agency in British India on goods exported to the 
branch or agency and sold by it in British India. 

If it is desired to assess a non-resident who has no resident agent 
through whom such assessment can be made, and whose entire 
income also cannot be taxed at source or indirectly, a notice under' 
section 22 ( 2 ) should be served upon him as early as possible in 
the year by registered post (acknowledgment due) allowing plenty 
of time for the return to be made. If he then fails to make a 
return, or to comply with subsequent notices calling for the 
production of accounts, etc., (in which also ample time should be 
allowed for compliance), an assessment may be made under section 
23 ( 4 ). Wlien serving such notices on a non-resident, he should 
be invited in a covering letter to appoint an agent to represent 
him for income-tax purposes in India. 

A person whom the Income-tax Officer has decided, after due 
notice and hearing under section 43, to treat as the agent of a 
non-resident, is not entitled to appeal to the Assistant Commis- 
sioner against the Income-tax Officer’s order until an assessment 
has been made. But it is open to such person to petition to the 
Commissioner of Income-tax against the Income-tax Officer’s order 
before an assessment is made; and Commissioners of Income-tax 
are authorised to dispose of such petitions imder section 33 of the 
Act. 

Non-residents whose income arises in more than one province, 
and who are assessed direct, and not through statutory agents under 
Section 43 of the Act, will be assessed by the Income-tax Officer, 
Non-residents Refund Circle, Bombay, who will also deal with appli- 
cations from them for relief, whether under Section 48 or under 
Section 49 of the Indian Income-tax Act, 1922. 

Non-residents whose income arises in a single province, and 
who are assessed direct, and not through statutory agents under 
Section 43 of the Act, will be assessed by a special Income-tax 
Officer appointed by the Commissioner of Income-tax in each 
province. When he starts assessment proceedings, the special 
Income-tax Officer should inform the non-resident that if he is 
entitled to any refund, he should fill in the necessary forms and 
present his claim to the Income-tax Officer, Non-residents Refund 
Circle. At the same time, the Income-tax Officer should inform 
the Income-tax Officer, Non-residents Refund Circle, that he has 
started assessment proceedings against the person concerned, and 
that the amount of any refund due should be communicated to him 
for adjustment against the tax due from the non-resident. If the 
assessee does not apply for any refund, the special Income-tax 
Officer should assess him without allowing any adjustment and 
recover the tax. If the assessee applies for a refund subsequently, 
the Non-residents Refund Circle should consult the special Income- 
tax Officer and should not make the refund unless the tax due has 
already been paid in full. 
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These instructions will appty equally t6 local Inccrm®*tax Offic^Yt? 
assessing non-residents tlirougli tlieir statutory agents under 
Section 43 of tire Act, and they also slionld inform the parties' 
concerned and the Income-tax Officer, Non-residents Refund Circle, 
as stated above. 

See also paragraph 91 as to the time within which arrears of 
tax due from a non-resident may be recovered. 

88. Depreciation in assessing shipping companies . — The follow- 
ing instructions should be followed in regard to the treatment of 
depreciation m assessing shipping companies the whole of whose 
profits or gains neither accrue nor arise nor are received in 
India : — 

If a company furnishes annual accounts for the whole of its 
business, Indian and foreign, the second method provided by Rule 
33 should be applied. Depreciation has only to be considered in 
■calculating the world-profits. These are to be calculated aecord- 
'ing to the Indian Income-tax Act. Profits calculated according to 
the tJnited Kingdom Act will, therefore, require certain adjust- 
ments. Deductions permitted in the Dnited Kingdom but not 
permitted in India will have to be added back and deductions 
permissible in India but not permissible in the Dnited Kingdom 
will have to be allowed. If any company however pi'efers to claim 
the depreciation allowed by the Dnited Kingdom Income-tax 
authorities, the Commissioners of Income-tax may adopt that figure. 
Otherwise depreciation will have to be calculated according to the 
Indian rules. What follows applies to the calculation of depre- 
ciation according to the Indian rules. Kor this purpose, a com- 
plete depreciation record has to be maintained for the entire fleet. 
Depreciation begins to run from the first year in which the Com- 
pany is “ assessed ” in India, that is, the first year in which its 
profits (or loss) were determined for the purpose of deciding 
whether it was liable to Indian Income-tax. Dnabsorbed depre- 
ciation, i.e., any balance of depreciation which cannot be allowed 
in any year owing to the profits not sufficing to cover the full 
amoimt permissible under the Indian rules will be carried forward 
and allowed as far as possible in calculating the world-profits 
according to the Indian method in the following year and if neces- 
sary in subsequent years. What has been said above about 
depreciation applies equally to obsolescence. 

The proportion Indian receipts /Total receipts is applied to the 
world-profits calculated according to the Indian method (if there 
are any such profits) and the result is the Indian income liable to 
tax. No further deduction is permissible from the amount thus 
arrived at on account of depreciation (unabsorbed or otherwise) or 
anything else. The due proportion of all allowances permissible 
is automatically set off against the Indian profits by the above 
method. 

This method is equally applicable whether a Company works 
out the_ profits for each voyage or follows any other method of 
accounting provided that it prepares complete annual accormts for 




235 


i:88-89 


i 


9 


"ilie whole business, Indian and foreign, and furnisbes tbe accounts 
•of gross receipts, Indian and foreign. 

Some lines do not furnisb complete annual accounts for tbeir 
Tvorld business. Tbey keep separate complete annual accoxmts for 
ttbeir Indian trade — that is, for all “ round voyages’'' to and from 
Indian ports. Tlie proper course is tben to apply tbe method Just 
•described treating tbe profits of tbe Indian trade and tbe gross 
receipts of tbe Indian trade as tbougb tbey were tbe “ world- 
profits ” and tbe “ world receipts ” respectively. In fact tbe 
■business other than tbe Indian trade is ignored. 

A difiiciilty sometimes arises in such cases owing to tbe fact 
that tbe ships employed in tbe Indian trade are constantly being 
►changed. Unless United Kingdom depreciation is accepted as 
indicated above a depreciation record will have to be kept for 
■every ship employed at any time in tbe Indian trade. Deprecia- 
tion must be allowed on each ship employed in tbe Indian trade in 
.a given year and tbe allowance must be a proportion of tbe annual 
rate calculated with reference to tbe number of days spent in tbe 
Indian trade whether at sea or in harbour. Any unabsorbed dep- 
•reciation in any year must be distribtited among tbe ships in the 
Indian trade in that year in proportion to tbe capital cost of each, 
.and tbe unabsorbed depreciation thus allotted to any ship can only 
be allowed in any subsequent year against tbe same shif. 

Tbe allowance should cease : — 

(a) on ships included in tbe fleet in tbe first year in which 
tbe Company becomes liable to assessment in India 
(irrespective of whether it was actually foimd to have 
a taxable income in that j'^ear or not), after tbe twen- 
tieth year beginning with that year; 

(&) on ships subsequently added to tbe Company’s fleet, after 
tbey have been borne on tbe fleet for 20 years. 

In both cases tbe period may be extended proportionately, 
-where tbe United Kingdom depreciation is allowed in calculating 
tbe “ profits of tbe Indian trade ” which take tbe place as already 
►explained of tbe “ world-profits ”. 

Obsolescence cannot be allowed in these cases. 

89. British Shifting Companies — Assessment of . — ^Wben as- 
sessing British Shipping Companies, tbe Income-tax Officers should 
.accept a certificate granted by tbe Chief Inspector of Taxes in tbe 
United Kingdom stating (1) the ratio of tbe profits of any ac- 
counting period as computed for tbe pui-poses of the United King- 
'dom income-tax computed without making any allowance for wear 
-und tear to tbe gross earnings of tbe Company’s whole fleet and 
tbe ratio of tbe United Kingdom allowance for wear and tear to 
•the gross earnings of tbe whole fleet, or (2) tbe fact that there 
were no such profits. Tbe expression ‘ gross earnings of tbe Com- 
pany’s whole fleet ’ means tbe total receipts of tbe Shipping Com- 
,pany, excepting only receipts from non-trading sources, such as 
■income from investments. Tbe following instructions should be 
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observed where British Shipping Companies correspond direct with 
Income-tax Officers and not throngh an Agent in British India: 

1. "Where a British Shipping Company _ which corresponds 

direct with an Income-tax Officer, is nnable to furnish 
its retnrn of income by the prescribed date, it will obtain 
an extension of time from the Income-tax Officer ; but 
every effort should be made to file the return as early as 
possible. 

2. The Income-tax Officer will make the assessment as soon as: 

possible after receiving the return and in any case 
within one month. 

3. The notice of demand will be issued on the shipping com- 

pany’s agent in accordance with the provisions of the ■ 
Income-tax Act and a copy of the assessment order will 
be sent to the company direct. The company will 
arrange with its agent for the despatch to it of the' 
notice of demand. 

4. Provided that the notice of demand can be issued on oi" 

before January 15th, the period allowed' for paj-ment 
will be sixtj’ days. If the demand is made after 
January 15th the period will be shorter. 

5. For the purpose of sub-section (2) of section 30 of the 

Indian Income-tax Act, 1922, the Assistant Commis- 
sioner will regard it as a proper extension of time to 
allow the shipping company to file an appeal up to the 
date on which a reply could be received from England' 
if that reply were despatched by the mail in the week 
following that in which the notice of demand and the- 
copy of the assessment order reacbed, or could be- 
presumed to have reached, the company. 

6. The demand must be met witbin due date unless the Income- 

tax Officer agrees to give the agent further time for 
payment. But in any case tbe demand must be paid 
before the end of the financial year. If a demand has 
been paid before the decision of an appeal where one 
has been filed and the appeal results in a reduction of 
the assessment, a refund will promptly be graiited in 
the ordinary course. 

90 . Occasional shipping. — {Tramp steamers, etc .). — Only one-- 
person can be taxed under Chapter Y-A in respect of a particular 
ship taking up passengers, live-stock or goods at ports in British 
India, and that person is the “ principal ” within the meaning of 
section 44-A. Such principal may be either the owner or the 
charterer of the ship. It will be a question of fact in each case- 
in which the ship has been chartered by the owner to another person 
whether the ownei’ or the charterer is the principal. 

Chapter F-A is^ only applicable where the principal: — (1) 
carries on business in British India as the owner or charterer of 
a ship, (2) does not reside in British India, and (3) does not employ 
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311 X agent from wliom tire tax -wonld be recoverable under section 
42. "Wbere there is no charterer the owner will be the principal. 
Where there is a charterer it will be a question of fact whether 
he or the owner is the principal. The business of which the profits 
ure to be calculated and assessed for income-tax under Chapter Y-A 
is the business of cariying passenger-s, live-stock or goods shipped 
at ports in British India, and the person to be taxed is the person 
(referred to in Chapter V-A as the ‘ principal ’) who carries on that 
business, but does not reside in British India, and does not employ 
uny agent from whom the tax would be recoverable under section 
42. The criterion to be applied is, “ who is the person to whom 
or on whose behalf money is paid or payable on account of carriage 
of passengers, live-stock or goods from a port in British India?” 

Grenerally speaking, where there is what is loiown as a ‘ Time 
Charter,’ imder which the owners may be said to let the ship out 
to the charterer for a fixed sum for a certain period, during which 
the owners retain no further control over the vessel or her move- 
ments, the owners cannot be held to be carrying on business in 
British India, or even to have a ‘ business connection ’ in British 
India, and are therefore not liable to Indian income-tax either 
under Chapter Y-A or under section 42. 

lYhere, however, the ship has been chartered under what is 
known as a '-Yo 3 ’’age ’ or ‘ Trip ’ Charter the position is different. 
XTnder this kind of Charter party, the charterers are practically in 
the position of brokers, who guarantee to secure a certain quantity 
of cargo for the owners at certain rates of freight. If the full 
amount of freight cannot be secured, the charterers are liable to 
make good the deficiency. Any such deficiency is to be paid by the 
charterers to the Master, on behalf of the owners, in cash, minus 
a certain percentage, at the time and place of loading in India. 
Similarly, if freight is secured in excess of that stipulated, the 
Master of the ship is to pay such excess to the Charterers, at the 
time and place of loading, by demand draft on the owners on 
Xondon. The Bills of Lading are signed by the Master on behalf 
of the owners; and the cargo as soon as shipped is therefore in the 
constructive possession of the owners; and at their risk. The ship 
is usually consigned to the Charterers or their agents, who look 
•^after its interests .when in port, and for doing so are paid a com- 
mission by the owners. The owners also pay brokerage. In such 
a case, the owners are carrying on business in British India through 
their agent tbe Master, who receives cargo on their behalf, and 
receives and makes payments on their account in British India, 
and thus the owners having no regular or permanent agent in 
British India are liable to tax under Chapter Y-A on the profits 
•of the business conducted by the Master on their behalf. 

If a ship has arrived in a British Indian port, either on owner’s 
account or under a charter and the non-resident owner, or the 
non-resident charterer, causes tbe ship to be chartered, or transfers 
the existing charter, or effects a sub-charter of the vessel, as the 
•case may be, such a transaction, though it does constitute the 
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canying on of Dnsinoss in Bviiibh India by tke non-iesident, does 
not of itself amount to eavrying on business wiibin Bidtisli India 
as the owner or cbarterer of'a ship wiiliin tlie meaning of Cliaptcr 
YA. But if ilie sliip is loaded in any British Indian pprt the 
question wbeiber ibe non-resident owner or tbe nou-i'esidcut tili'a!"' 
terer is assessable to income-tax under Chapter VA must be decided 
on the principles stated above. Whoever of these two persons 
causes the shi]) to be loaded with cargo, and is paid the freight 
for carrying such cargo, is the per.son who cames on busine.ss 
within the meaning of section 44-A. 

91. Method of the rccoveri/ of the tn.r. — The Income-tax Officer 
is responsible for the recovery of the tax whedher the demand re- 
presents the tax assessed by himself under section 23 or sub-section 
(4) of section 23-A or ivliether it represent.s an enhancement made 
by the Assistant Commissioner on appeal under section 31 or by 
the Commissioner in exorcise of his powers ot review under section 
33. Notices of demand under .section 29 or under clause [Hi) of 
sub-section (4) of section 23-A in the form pro.scribod in rule 20 
should be is.sued at as early a date as possildc after the as.sessment 
is made under section 23 or su])-.section (4) of section 2.3-A or when 
intimation is received of orders of enhancement from superior 
authorities in order that the tax may be jiromptly collected. The 
fact that an appeal has been lodged against an asse.ssment should 
not stop the collection although the Tncome-tax Officer is em- 
powered, under section -bO. in his discretion to treat an assessoe 
as not being in default until an appeal is disposed of. lYlien tlic 
Income-tax Officer considers that an ajipoal is a bond ftflr appeal, 
he should in exercise of his discretion under section 45 require the 
assessoe to pay the portion of the tax that is not in dispute and 
should, under no circumstances, delay tlic collection of that portion 
of the tax which is not disputed in tlic appeal. Similarly section 
GG (7) of the Act provides fliat a reference to the High Court shall 
in no wmy stop the collection of the tax. 

Wlien the tax is not paid witliin the time proscribed in the 
notice, or, if no such time is prescribed, by the first day of the 
second month following the date of the service of the notice or 
order, the Income-tax Officer should use the powers conferred upon 
him by sub-sections (1) and (1-A) of section* 4G and impose a 
penalty for the default. A ponaltj’’ can be imposed under section 
46 (7) on the person who is responsible for deduction of ta.x under 
section 18 (2)^ and why by failing to discharge this responsibility 
has become liable to be treated as a defaulter under section 18 
(7) of the Act. 

Section 46 (.?) and (7) provide for cases where a special whole- 
j time income-tax staff for the actual collection of the tax is emploved 
I in any area. Where such a staff is employed, the Commissioner 
! of Income-tax may confer upon that staff any of the powers for the 
enforcement of any process for the I’ecovery of a municipal tax or 
local rate imposed under’ any enactment which is in force in any 
part of the province, e.g., the powers of distraint. In other areas 
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and, in the areas in which a special staff is employed where the 
I powers for the recovery ol municipal taxes or local rates have 
i proved insufficient, the Income-tax Officer may, under section 46 
\ (2), forward under his signature a certificate specifying the amount 
of ai'rears due from an assessee to the Collector of the district, and 
’ the Collector of the district on receipt of such a certificate must 
^ proceed to recover the amount specified in the certificate as if it 
? were an arrear of land revenue. 

Where the defaulter is a salaried person the Income-tax Officer 
may, under the provisions of section 46 (5), require the person 
paying “ salary ’’ to such assessee to deduct from any subsequent 
payments of “ salary ” any arrears of tax due from such assessee- 
whether those arrears are due on account of tax on ‘ salary ’ or on 
. income from any other sources or on account of any penalty. 

The necessity for prompt collection of the tax should be im- 
pressed upon Income-tax Officers since not only is delay in the 
collection of this tax likely to result in loss of revenue for other 
reasons, but, under the provisions of section 46 (7), no proceedings 
for recovery* can be commenced after the expiration of one year 
from the last day of the year in which the demand is made, with 
the exception of the special case referred to in sub-section (2) of' 
section 42. That sub-section refers specially to arrears of tax due 
from a non-resident. Tor the collection of such arrears no time 
limit is prescribed as such arrears may be recovered from any 
assets of the non-resident which may at annj time come within- 
British India. 

The phrase “ proceedings for the recovery of any sum payable 
under this Act ” should be interpreted as relating to proceedings- 
taken under section 46. The issue of a notice of demand is not a- 
proceeding for the purpose of this section. 

The above remarks regarding recovery of tax apply also, under 
the provisions of section 47 to the recovery of any penalty imposed 
under section 25 (2), section 28 or sub-section {!) and (2-A) of 
section 46. 

92. Refunds of Income-tax. {Section 48 ). — ^Refunds are neces- 
sitated owing to the system of taxation at the source, which occurs 
in the case of the tax on companies and on registered firms [section 
48 (1) and (2)] , and of deduction at the source, which occurs in the 
case of “ interest on securities” and “ salaries ” [section 48 (.?)]. 
In both these cases the rate of tax appropriate to the “ total 
income ” of the recifiient (the shareholder, partner, security-holder 
or salaried person) is not known at the time that the tax is assessed 
or deducted. As stated in paragraph 61, in order to simplify the 
procedure in connection with refunds section 18 (9) makes it obli- 
gatory upon the person deducting income-tax from “interest on 
securities ” to issue to all secxirity-holders a certificate specifying 
the_ amount of the tax deducted from the interest and the rate at 
which it has been deducted ; and similarly section 20 (see parao-raph 
63) requires the principal officer of a company distributing'" divi- 
dends to issue to shareholders a certificate stating that the company 
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lias paid or ■will pay iiicoine-tax on tlie profits tliat are being dis- 
tribnted. Tliese certificates (or m tbe case mentioned in paragraph 
62, a certificate by a bank) must ordinarily be accepted by Income- 
tax Officers as conclusive proof that tax has been paid. 

A minor who has been admitted to the benefits of a partnership 
cannot have the status of a member of a registered firm for the 
purposes of sub-section (2) of section 48 and no claim can therefore 
be made on his behalf to any refund under that section in respect 
of his share of the profits of a registered firm. 

The powers of an Income-tax Officer in respect of refunds can 
be exercised by anj^ other authorit}- appointed bj^ the Governor 
General in Council in this behalf under section 48. 

Tor the reasons given in paragraph 63 the Ipcome-tax Officer, 
for purposes of refund in the case of dividends, has to assume tha-t 
the dividends mentioned in the certificate were taxed at the maxi- 
mum rate current on the date Avhen the dividends were' declarecl. 
In the case both of dividends and of interest on securities, the 
tax deducted has to be added to the “ net ” dividend or interest 
paid for the purpose of ealciilating both the “ total income of 
the applicant and the amount of refund due [see paragraph 57, and 
section 48 (.7)]. 

A company, a substantial portion of whose income is hioion to 
' be derived from tax-free securities, should be required to certify, 
as the statutory form prescribed in Eule 14 provides, what percen- 
tage of its income in a given year has actualty paid tax or is liable 
to pay tax ; and if a shareholder receives a dividend from a company 
that derives a substantial portion of its income from tax-free 
securities, the shareholder should only be allowed a refund under 
section 48 in respect of a portion of his dividend corresponding 
to the proportion of the company’s income that is subject to tax. ■ 

'Wlien the amount distributed by a Companj’’ as dividends ex- 
ceeds the total income, profits or gains as calculated for income- 
tax purposes of the Company in the year in question, taxed and 
untaxed, which includes cases where there is no income, profits or 
gains, or a loss (for example where net receipts from non-tax-free 
sources are wiped out or exceeded by the depreciation allowance) 
the refunds to shareholders should be calculated with reference to 
the propoi’tion borne by the tax-free income to the total amount 
distributed less the tax-free income. , 

Application for refund under the provisions of rule 39 should 
in cases where the applicant is resident in British India, be made 
to the Income-tax Officer of the district in which the applicant is 
chargeable directly to income-tax or, where he is not chargeable 
directly to income-tax, to the Income-tax Officer of the district in 
which he ordinarily resides and such Income-tax Officers are re- 
quired to give the refunds. In cases where the applicant is resi- 
dent outside British India, the application should be made to the 
Income-tax Officer, Fon-Eesidents Eefund Circle, Bombay. The 
Income-tax Officer will, however, allow a claimant who resides in 
- an Indian tState, the option of receiving payment of the refund 
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lliroug'li tlie Political Officer in that State, that is to say, the 
refund voucher that will he issued by the Income-tax Officer will 
be made payable, if the person appljdng for the refund so desire, 
at the Political Treasury of the Government of India in the parti- 
cular Indian State, or if there is no treasury under the control of 
the Political Officer, at the prescribed British Indian Treasury. 

The necessity for refunds of tax on Government securities can 
be avoided, by "the procedure laid down in paragraph 61, in the 
case of persons who are either not liable to the tax or who have a 
taxable income which is sufficiently stable to justify the Income- 
tax Officer in assuming that the rate applicable to the total income 
is not likely to move from one grade to another. Again, as has 
been pointed out in preceding paragraphs, the necessity for a 
refund can also be avoided in the case of persons who have income 
which has not been taxed, or from which income-tax has not been 
deducted, at the source, since such persons can claim a set-off 
against the tax due on that other income. 

In cases where a cash refund is necessary, the procedure laid 
down in rules 36 to 39 should facilitate the granting of refunds. 
The application must be made in the form prescribed in rule 36 
by persons resident in British India and in that prescribed in rule 
36-A by persons not resident in British India and verified in the 
manner laid down in those rules and must, under rule 37 or 37-A, 
be accompanied by a return of the “ total income ” in the form 
prescribed in rule 19 unless such a return has previously been made 
or that prescribed in rule 37-A as the case may be. A false state- 
ment in such a return or in such a verification is punishable rmder 
the provisions of section 182 of the Indian Penal Code, which are 
set out in paragraph 68 above. The application must also, where 
necessary, be accompanied by the certificates mentioned in section 
18 (9) or section 20. The applications, under rule 40, need not be 
presented in person, but may be sent by post or by an authorised 
agent. 

Where the applicants reside in India, instead of issuing a 
refund order payable at a treasury or a branch of the Imperial 
Bank of India, the amount of refund due may be remitted by 
money order if the Income-tax Officer concerned is satisfied that 
this course is inore convenient. In that event, the cast of the 
money order will he borne by Government and should not be 
deducted from the amount to be refunded. If the applicants reside 
out of India, the amount of refund under section 48 or 49 of the 
Act will be remitted to them by bank draft or money order at their 
cost unless they appoint agents to receive payment in India. 

It should be particularly^ noted that section 48 does not apply 
to super-tax (see section 58) since super-tax is not deducted at the 
source or taxed _ at the source with the solitaiy exception of the 
case referred to in section 57,' in which case no claim for any refund 
can arise. 

Under sub-sections_ (4) and {5) of this section refunds to non- 
residents, who are neither British subjects nor subjects of Indian 
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States, are not admissible. Refunds to non-resident-s, wbo are 
British subjects or subjects of Indian States, are to be_ made ■with 
reference to tbeir entire income both in and outside British India, 
•which would be liable to Indian income-tax if it accrued or arose 
or -was received in British India. The total income thus computed 
will, of course, include income from agriculture conducied outside 
British India. 

The onus of proving the claim to refund (and therefore of 
adducing satisfactory evidence of his total income] of course lies, 
on the claimant, and if he fails to discharge it his claim should 
be rejected. It is not necessai-y, however, for the purpose of such 
claims to do more than ascertain the grade of tax applicable, or 
lo compute the total income exactl 5 ^ Certificates by Income-tax 
authorities in the United Kingdom or a Dominion should be ac- 
cepted as proof of the amount of the total income. Certificates of 
responsible officials in Indian States should also be accepted in 
support of claims presented by subjects of Indian States. 

Sub-sections ("i) and (6) of this section should be applied, irre- 
spective of when thp income in respect of which a refund is claimed 
accrued, arose or was received, to all claims under this section 
presented on or after April 1st, 1928. They should not be applied 
to claims presented but not disposed of before l.st April 1928. 

93. llchcf from rJmthle mcomc-imc of incomes ta.rcfl in British 
India and, the United Kingdom. (Section dO). — At a conference 
between the rcprcsoiitativos of the Home Government and of the 
Dominions and of India an agreement was arrived at to the follow- 
ing effect; Tiiat in respect of income taxed both in the United 
Kingdom and in India there should be deducted from the appro- 
priate rate of the United Kingdom income-tax (including super- 
tax), the whole of the rate of the Indian income-tax (including 
super-tax), charged in respect of the same income, subject to the 
limitation that in no case should the maximum rate of relief given 
by the United Kingdom exceed one-half of the rate of the United 
Kingdom income-tax (including super-tax) to which the individual 
tax-payer might, be liable and that any further relief necessary 
in order to confer on the tax-payer relief amounting to the lower 
of the two taxes (United Kingdom and Indian) should be given 
by India. That is to say, the arrangement is that where income 
is liable to taxation both in the United Kingdom and in India, 
it should pay only at the highest rate leviable in either country. 
These proposals have been accepted by the Government of the 
United Kingdom and arc embodied in section 27 of the Finance 
Act of 1920. A copy of that section is given below: 

**♦♦#*■* 

27. (1) If nny person who h.is p.nid, by deduction or othrowiso, or is liable 
to pny,_ United Kingdom income-tax for any year of assessment on any part 
of his income proves to the satisfaction of the Special Commissioners that ho 
has paid Dominion income-tax for that year in respect of the .‘:nmc p.art of 
‘his income, he shall bo entitled to relief from United Kingdom income-tax 



243 


[93 


» 


"paid or payable by him on that part of bis income at a rate thereon to be 
■determined as follows : — 

(a) if the Dominion rate of tax does not exceed one-balf of the appro- 
priate rate of United Kingdom tax, the rate at which relief is 
to be given shall be Dominion rate of tax; 

(5) in any other case the rate at which relief is to be given shall be one- 
half of the appropriate rate of the United Kingdom tax. 

For the purpose of this section, the expression “ the appropriate rate of 
United Kingdom tax ” means the rate at which the claimant for the year to 
which the claim relates has borne or is liable to bear United Kingdom income- 
tax and where the claimant is liable to United Kingdom super-tax the ex- 
pression “ the appropriate rate of United Kingdom tax ” means a rate equal 
to the sum of the rates at which he has borne or is liable to bear United 
Kingdom income-tax and super-tax, respectively, for that year. 

(2) Where a person has not established his claim to relief under this 
section for any year of assessment before the first day of January in that 
year, the relief shall be granted by way of repayment of tax. 

(3) Where by reason of the allowance of relief under this section the rate 
of United Kingdom income-tax dediicted from or paid in respect of any part 
of the income of any individual is loss than the standard rate, and the rate 
of the relief so allowed is greater than the rate appropriate to the case of 
that individual, such an adjustment shall be made in allowing to that indivi- 
dual anj' relief to which he may be entitled under the provisions of this part 
of this Act relating to the rate of tax on the first two hundred and twenty- 
five pounds of taxable income as may bo necessary to secure that the amount 
of United Kingdom income-tax finally paid or borne by him shall be equal 
to the amount which would have been paid or borne if the relief under this 
section had in the first instance been given at the rate approijriate to his 
case, 

(4) Notwithstanding anything in the Rules applicable to Case IV or Case 
V of Schedule D or in any other provision of the Income-tax Acts, no deduc- 
tion shall be made on account of the payment of Dominion income-tax in 
estimating income for the piirposes of United Kingdom income-tax, and 
where income-tax has been paid or is payable in any Dominion either on 
the income out of which income subject to United Kingdom income-tax arises 
or is I'eceived, or as a direct charge in respect of that income, the income 
so subject to United Kingdom income-tax shall be deemed to be income 
arising or received after deduction of Dominion income-tax and an addition 
shall, in estimating income for the purposes of the United Kingdom income- 
tax, be made to that income of the proportionate part of the income-tax paid 
or payable in the Dominion in respect of the income out of which that income 
arises or is received together with the full amount of any Dominion income-tax 
■directly charged or chargeable in the Dominion in respect of that income ; 

Provided that — 

(a) where any income arising or received as aforesaid consists of 
dividends which are entrusted to any person in the United 
Kingdom for payment and the Special Commissioners are satis- 
fied that the person so entrusted is not in a position to ascertain 

‘ the amount of the addition to be made under this sub-section, 

the^ assessment and charge may be made on the amount of the 
dividends as received by the person so entrusted, but in any 
such case the amount of the addition shall be chargeable on the 
recipient of the divijiends under Case VI of Schedule D ; and 

(5) where under the laws in force in any Dominion no provision is 
made for the allowance of relief from Dominion income-tax in 
respect of the payment of United Kingdom income-tax, then in 
assessing or charging income-tax in the United Kingdom in 
respect of income assessed or charged to income-tax in that 



Dominion clediictinn sliall be allowed in cKtimating income for 
the purpose of United Kingdom income-tax of an amount equal 
to the difference between the amount of the Dominion income-tax 
paid or i^ayahlo in respect of the income and the total amount , 
of the relief granted from the United Kingdom income-tax in 
respect of the Dominion income-tax for the period on the income 
of which the assessment or charge to United Kingdom income-tax 
is computed. 

In this sub-section the expression dividends includes any interest, 
annuities, dividends, shares of annuities, pensions, or other annual ]myment.s 
or sums in respect of which tax is charged under the Uules applicable to 
Schedule C or under Kulo VII of the hliseellaneous Rules applicable to 
Schedule D. 

(5) Where under Rule 20 of the General Rules applicable to Schedules A. 
B, C. D, and E, a bodj' of persons is entitled to dcd)ict income-tax from 
any dividends, tax shall not in any case bo deducted at a rate exceeding 
the rate of the United Kingdom income-tax as reduced by any relief from 
that tax given under this section in respect of any p.ayment of Dominion 
income-tax. 

(6) Where under the law in force in any Dominion provision is made for 
the allowance of relief from Dominion income-tax in respect of the payment 
of United Kingdom income-tax the obligation ns to secrecy imposed by the 
Income-tax Acts upon persons employed in relation to Inland Revenue .shall 
not prevent the disclosure to the authorised officer of the Government of 
the Dominion of such facts ns may he nece.ssarj' to enable the ])ro])er relief 
to be given in cases when relief is claimed both from United Kingdom income- 
tax and from Dominion income-tax. 

(7) The Commissioners of Inland Rovonuo may from time to time make 
regulations generally for carrying out the povisions of this section, and may, 
in particular, by those regulations provide — 

(a) for making such arrangements with the Government of au.v 

Dominion to which the last preceding sub-section applies ns may 
be necessary to enable the a])propriate relief to bo gmnted ; 

(b) for prescribing the year which in relation to any Dominion income- 

tax is, for the purposes of relief under this section, to bo taken 
as corresponding to the year of assessment for the purposes of 
United Kingdom income-tax. 

(S) In this section — 

(a) The expression “ Dominion ” means any British possession, or any 
territory which is under His Majesty’s protection or in respect 
of which !i mandate is being oxcrcisod by the Government of any 
part of His Majesty’s dominions: 

(h) The expressions " United Kingdom income-tax ” and " United 
Kingdom super-tax ” me.an respectively income-tax .and super- 
tax chargeable in accordance with the provisions of the Income- 
tax Acts ; 

(c) The expression “ Dominion income-tax ” moans any income-tax or 

super-tax charged under any law in force in any Dominion, if 
that tax appears to the Special Commissioners to correspond 
with United Kingdom income-tax or super-tax: 

{d) The expression “ Dominion rate of tax ” means the rate determined 
by dividing the amount of the Dominion income-tax paid for the 
year by the nmoiml of the income in respect o'f which the 
Dominion income-tax is charged for that year, except that where 
the Dominion income-tax is charged on an amount other than 
the ascei-tained amount of the actual profits the Dominion rate 
of tax for the purposes of this section shall be determined by 
the Special Commissioners. 
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For the purposes of this section, the rate of United Kingdom income-tax 
^hall he ascertained by dividing by the amount of the taxable income of the 
-person concerned the amount of tax payable by that person on that income 
before deduction of any relief granted in respect of life assurance premiums 
or any relief granted under the provisions of this section, and the rate of 
United Kingdom sui^er-tax shall be ascertained bj* dividing the amount of 
the super-tax payable by any jierson by the amount of that Iverson’s total 
income from all sources as estimated for super-tax purposes. 

* * 

Uncier that section a person whose income is assessed both in the 
TTnited Kingdom and in India is entitled to claim from the authori- 
ties of the United Kingdom a refund or rebate of the rate levied 
in India up to one-half of the English rate. 

Section 49 of Ihe Indian Income-tax Act, therefore, provides 
that where imj further relief is to be given in order to secure that 
such a person shall not pay a higher rate than the highest rate in 
either country, such relief will be given by India, subject to the 
limitation that the relief given in India shall not exceed half of 
tlie rate of income-tax and super-tax combined. Up to the year 
1921-22 the Indian rates of income-tax and super-tax combined 
were less than half the rates in the United Kingdom, and, there- 
fore, no claim can be made under this section in respect of tax 
levied up to that year. Kelief can onty be claimed in India, when, 

■ owing to any alteration in the rates, the Indian rate is more than 
half the English rate, and the amount of relief would merely be 
the amount by which the Indian rate exceeds half the English 
rate. The rates prescribed in India in most cases now amount to 
more than half the English rates as fixed for the year 1932-33. 
The table below shows the amount of English income-tax and 
super-tax and the effective rate per rupee contrasted with similar 
figures for the Indian rates. 



English. 



1 

Indian. 




Income. 

Income-tax. 

Super-tax. 

Effective 

rate 

per nipce. 

Incomc-fnx. 

Suer-tax. 

Effcotivo 

rate 

per rupee. 

' Us. 

Es. 

Es. S. 

ES. 

A. P. 

i ES. A. 

Es. 

A. 

E9. 

A. P. 

25,000 

0,250 


0 

4 0 

3,092 7 



0 

1 111 

30,000 

7,500 

183 6 

0 

4 IJ 

4,492 3 


1 

0 

2 4® 

45,000 

11,250 

1,876 5 

0 

4 6; 

7,324 4 

878 

15 

0 

2 11’ 

00,000 

16,000 

3,302 0 

0 

4 lOi 

9,765 10 

2,148 


0 

3 2J 

75,000 

18,750 

0,096 0 
0,258 11 

0 

5 3i 

12,207 1 

S’.OIS 

5 

0 

3 44 

00,000 

22,500 

0 

5 7{. 

14,648 7 

5,078 

2 

0 

3 cL 

3 8|?f 

3 ll|; 

4 1 

3,05,000 

26,250 

12,558 11 

0 

5 lOJT 

17,773 7 

0,738 

5 

0 

1,20,000 

80,000 

10,592 0 

0 

0 2tf, 

20,312 8 

8,789 

1 

0 

1,35,000 

33,750 

20,702 11 

0 

G 5p, 

22,8.51 9 

10,839 

14 

0 

1,50,000 

37,500 

25,300 0 

0 

0 85 

25,390 10 

12,800 

10 

0 

2,25,000 

.50,250 

48,675 5 

0 

7 6* 

38,080 0 

37,050 

11 

0 

4 7» 

3,00,000 

75,000 

74,342 0 

0 

7 Hi 

60,781 B 

46,117 

3 

0 

5 IjV 
r> 1 

4,60,000 

1,12,500 

1,29,342 0 

0 

8 

70,171 15 

94:921 

14 

0 

0,00,000 

1,50,000 

1,87,002 0 

0 

8 11-i! 

1,01,562 11 

1,62,304 11 

0 

7 04 

■ Companies 

1 

•• 

0 

4 0 

•• 

1 - 


0 

3 11} 


Note.— The allowances and abatements allowed by the United Kingdom Income-tax Act 
have not been talcen into account in wovlting out the figures of United Kingdom income-tax 
in the table. The income-tax and surtax have also been assumed to be charged on tlie 
same income. The figures are therefore only useful ns generally indicating the relative rates 
• of taxation in the two countrieo. 
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It ■will be observed that tbe Indian rate for individuals and firms- 
is less than half the English rate np to an income of about Rs.. 
25,000. Persons -with, such incomes -which are -wholly taxed both 
in the United Kingdom and in India can, therefore, claim a refund 
or rebate of the whole of the Indian rate to be set against the- 
English rate from the authorities in England and there -will be no- 
claim to relief in India. The Indian rate for an income of 
Rs. 30,000 is more than half the English rate and a person -who- 
has paid income-tax both in the United Kingdom and in India on 
this income, could claim a refund from the English authorities of' 
a sum equivalent to 2 annas j-V pies per rupee on his assessed income- 
and thereafter could claim from the Indian Income-tax authorities, 
a refund of 4^ pies per rupee of his assessed income. An assesses 
must have obtained relief from the authorities in the United King- 
dom and must prove that he has done so and at what rate the relief" 
was granted before any relief can he given to him in India. Eor- 
limitation of the claims for refund see paragraph 95-B. 

It is necessary to emphasize the fact that the relief under this- 
section proceeds and is based upon a comparison of the rate of tax 
in India Avith the rate of tax in the United Kingdom and not of the- 
comparative amounts of tax paid in either country. That is to- 
say, what is compared is the rate of the Indian tax paid by the- 
claimant for the Indian year of assessment corresponding to the- 
United Kingdom year of assessment in respect of the part of the- 
claimant’s income liable to United Kingdom tax and not the 
particular amount of such part of his income liable to United King- 
dom income-tax as is charged to Indian income-tax. The rate of 
Indian income-tax paid in respect of the part of the income in. 
question having been ascertained, the relief from United Kingdom! 
income-tax is granted on that part of the income as charged to. 
United Kingdom income-tax for that year of assessment, irrespec- 
tive of the fact that the amount of the United Kingdom assessment 
may be greater or less than the amount of the Indian assessment 
for the corresponding Indian year of assessment or that the amount 
of relief may fall short of or , exceed the amount of Indian tax 
actually paid. In other words, under this system of relief no- 
enquiry is made in the United Kingdom into any differences of 
basis of computation under the Indian and United Kingdom rules- 
of assessment, provided _ that it is clear that on whatever part 
of the income he claims relief, the claimant has paid (for 
the Indian year of assessment corresponding to the United 
Kingdom year of assessment for which relief is claimed) Indian 
tax in respect of his income from that source, however that income 
may have been computed for the purposes of assessment to the- 
Indian tax : and the procedure in India in determining the balance 
of relief to be given in this country proceeds in e.ractly the same way. 

This system of relief is one that was deliberately adopted at the 
conference, the principle followed being summarised as follows in 
the report of the United Kingdom Royal Commission, viz. : — 

" That there will be no interference either by the United Kingdom or by 
a Dominion with the basis of assessment adopted by any other part of the 
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ISmpire, and further that the settlement should be independent of increases 
jvnd decreases in rate of tax and .alteration in the basis of assessment whether 
in the United Kingdom or in the Dominions. This intention is clearly 
illustrated by the following examples which are given in the report. 

Example 1. — A, a British resident, derives a fluctuating unearned income 
.directly from a Dominion whose rate of tax applied to that income is Is. Gd. 
in the £. A has no other income, and his rate of tax in the United Kingdom 
varies according to the amount of his income. The following figures illus- 
trate the position : — 


United Eiingdom. Dominion. 


1st year. 


Tax before relief 


c> 

£1,000 at 3s. 9d. £600 at Is. Gd. 


Belief ....... £1,000 at Is. Gd. Ml. 


Tax after relief . 


£1,000 at 2s. 3d. £600 at Is. Gd. 


2nd vear. 


Tax before relief 


£300 at 3s. Gd. £900 at Is. Gd. 


Belief 


£300 at Is. Od. 


Ml. 


Tax after relief ...... £300 at Is. Gd. £000 at Is. Gd. 


In this example, although it was the same description of income assessed 
each year, there were wide variations in the amounts assessed in the United 
Kingdom and in the Dominion. This might happen owing to different 
methods of computing taxable profit, and the differences are intentionally 
exaggerated to illustrate the principles to be followed. 

Example 2 . — B is a British resident receiving as shareholder an income 
of £900 from a British Company C which derives the whole of its income 
from a Dominion. In the first place relief will be given to the Company C, 
and in order to illustrate how this is done, let it be assumed that the Com- 
pany’s profits as calculated for the United Kingdom tax are £60,000, and 
as calculated for Dominion tax £50,000. Adjustment will be made to the 
Company as follows; — 


Tax before relief 
Belief 


United Kingdom. 

« 

. £00,000 at 6s. Od. 
. £60,000 at Is. Gd. 


Dominion. 
£60,000 at Is. Gd. 
Ml. 


Tax after relief , 


. £60,000 at 4s. Gd. £50,000 at la. Gd. 
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The Company ivJien payhig the dividend to I3 ivonld doduofc 4s. GrI. in the 
£, United Kingdom lax, and intimate on the dividend warrant that the 
relief in respect of donble income-tax was Is. Gcf. in the £. 

Lot it bo assumed that B’s dividend of £900 is his total income, so that 
his proper rate of charge to United Kingdom income-tax is 3s. 9f7. He has 
suffered Dominion tax to the extent of l.'i. Gd. in the £, and his ultimate 
rate of United Kingdom income-tax is 2/?. 3d, in the £ (3.?. 9d. less l.s. Gd.), 
but ho has suffered by deduction d.s. Cd. in the £ and he will accordingly be 
repaid 4,?. Cd. minus 2s. 3cl.=:2s. 3d. in the £ on £000. 

Eramplc 3 . — D is a British resident receiving £900 from Company C, but 
he has other income arising in the United Kingdom, and his combined r.atc 
of income-tax and super-tax is Is. Gd. in the £. Ilo is entitled, therefore, 
to double income-tax relief uj) to a maxiimiin of 3s. 9d, hut the whole of the 
Dominion tax (l.s. Cd. in the £) has already been allowed to the Comjmny C. 
who deduct 4.s. 8d. United Kingdom tax on imymcnt of the dividends, and 
no further relief is duo. D will, therefore, lie a.sspssablo in respect of the 
£900 at Ls. Gd. in tho £, riz.. Is. Gd. less *t.t. Gd. United Kin.gdoni tax 
deducted, and l.c. Gd. Dominion tax.” 

Tl will be noiofl Hint in tbe table ai pap-o 241 Die rnnonnt ol 
relief wbiob n company can pci under the IGnplisb Act is at tbe 
rate of 2 annas in tbe rupee and tbut tbo amount wbicb ibey can 
claim from tlie Indian autlioritic... will be at a rate of 1 anna 1 1-’- 
pie.s in tlie rupee. Tbo reason for (be com])ava(ivo bipb rafe.s in 
India as compared witJi tlio Tinited Kinpdom of the tax on com- 
panies is that tbe Indian rate includes the .super-tax on companies 
while tbe Enplisli rate does not include tbo United Kinpdom 
Corporation tax. At the .same time it must be noted that 
the Indian rate of 3 annas and 111 pies piven in tbe table for 
comjianies i.s a into whieli in acinnl practice will never l»o reached. 
It includes the 2 annas and 8.1 pies income-tax rate inclndinp tbe 
snrebarpe of 2'i per cent, and (he fla( 3a(e of 1 anna 3 pie.s for 
super-tax iucludinp (he .sm-ebarpe of 25 per cent., but the 
flat rate of 1 anna 3 i)ics is never ebarped on tbo whole 
of tbe assessable income but only on tho portion of tbe income 
in excess of 11s. 50,000. The rate for the ])or(ion of the income 
below Rs. 50.000 is a/7. In order to pet at tbe comparative 
rate, tbe tax paid by the company has to bo divided by its total 
income. Thus in tho case of a company with a profit of 1 
lakh the comparative rate (both income-tax a/id .super-tax) 
would merely bo 3 annas and 4 pies while tlie rate in tbo case 
of a company with a profit ol 2 lakhs, it would merely be 3 annas 
and S pies. In botli case.s a relief of 2 annas in (he rupee would 
be obtained in tbe United Kinpdom and tlie balance in India. 

In order to obtain relief in India a claimant is required to 
supifly tbe official receipt for the United Kinpdom income-tax 
paid, tbe notice of assessment in particular .sliowinp tbe basis on 
which the liability lias been computed and a certificate of the 
Income-tax authorities sbowinp wliat relief has netually lieen 
granted to him in tbe United Kinpdom. 
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Tlie folloAA’ing are further examples illustrating the metliod to 
be adopted in calculating relief due under section 49 of the Act : — 

Example 1. — A, a married man -srith one child, is resident in the United 
Kingdom; lie has a fixed income of Its. 10,500 from property in India and 
has no other income ; his liability to tax is : — 


In the United Kingdom, 


In India . 


Rs. A. r. 


Assessable income 

■ • 

10,500 

0 

0 


Rs. 




Less Personal allowance 

2,000 




Deduction for child 

. . 667 






2,667 

0 

0 

Taxable income . 

. 

7,833 

0 

0 

Tax on the 1st Rs. 2,333 at 

As. 2 in the rupee 

291 

10 

0 

Tax on balance Rs. 5,600 at 

As. 4 in the rupee 

1,375 

0 

0 

Total tax (before relief in 

respect of Indian 




income-tax) 

« • • • 

1,666 

10 

0 


Income-tax on 
Es. 10,500 at 1 
anna 3 pies in the 
mpee, Rs. 820-6-0. 


*For tlic purposes of calculating "the appropriate rate of United Kingdom tax” this 
amount is not to he reduced by any relief granted in respect of any life assurance premium. 

The United Kingdom tax ills. 1,666-10-0), divided by the taxable income 
tRs. 7,833) gives an “ appropriate rate of United Kingdom tax ” of approxi- 
mately 3 annas 5 pies. A has paid Indian income-tax in respect of the 
same income at a rate of 1 anna 3 pies in the rupee, that is, a rate ivhich 
is less than half the United Kingdom rate and the relief from United 
Kingdom tax will, therefore, be a sum equal to the Indian rate on Es. 7,833. 

Example 2 . — is a bachelor resident in the United Kingdom with no 
dependents and has an earned income of £1,000 assessable to United King- 
dom income-tax. He has no other income and pays income-tax in India in 
respect of the income in question. His liability to tax is as follows : — 

United Kingdom. 



£ 

s. 

d. 

Total income 

1,000 

0 

0 

Less earned income allowance one-.sixth of £1,000 . 

166 

13 

4 

Assessable income ........ 

833 

6 

8 

Less Personal allowance ....... 

100 

0 

0 

Taxable income ......... 

733 

6 

8 

Tax on 1st £175 at 25. Gd. ....... 

21 

17 

6 

Tax on balance £421 at 4s. Gd. . 

139 

10 

0 

* Total tax (before relief in respect of Indian income-tax) 

161 

7 

6 


For the purposes of calculating " the appropriate rate of United Kingdom tax ” this 
amount is not to be reduced by any relief granted in respect of life assurance premium. 


93-93-A] 


250 


<■ 


The tax (£161-17-6) divided by the taxable income (£733) gives an “ appro- 
priate rate of the United Kingdom tax ” of 4s. 5d, or 3'5 annas in the 
rupee; Indian income-tax is payable on this income at a rate of 1 anna 3' 
pies in the rupee, so that B is entitled to got relief from the United Kingdom 
ai. the rate of 1 anna 3 pies in the rupee (that is, Is. Id. in llio pound) 
on £733 and there is no balance of relief to bo given in India. 

Example 3. — C is a company the whole profits of which are taxed both in 
the United Kingdom and in India. The Indian rate of tax paid by the 
company is 3 annas and 11^ pies in the rupee while the “ appropriate rate 
of United Kingdom tax ” for the company is 5s. in the pound. The com- 
panj' can get relief at the rate of 2/0 in the pound (or 2 annas in the rupee) 
in the United Kingdom and on proof of payment of United Kingdom tax 
and of the grant of United Kingdom relief can claim from the Income-tax 
authorities in India the balance of relief, namely, 1 anna Hi pies in the iu[ co. 

Corporation profits tax paid in the Tlnitocl Kingdom shoxdd not 
be deducted from the income taxed in India for the purpose of 
calculating the relief claimed under section 49. 

In considering claims for relief under this section in the case 
of companies "which are assessed sejjarately in India but jointly 
in the United Kingdom, and one of which mahes a loss and the 
other a profit, it is necessary to scrutinise the United Kingdom 
assessment to see how much of the income from each source has 
been taxed. Since one company has made a loss which has been 
allowed in the United Kingdom assessment, it is clear that only 
part of the Indian profits of the other company which has made 
profit has paid tax in the United Kingdom. If. is only on this 
part that relief is allowable since that part only has suffered double 
taxation. 

Til is section merely provides for relief from double tax where- 
the same income is assessed to tax both in the United Kingdom 
and in India. It does not provide for relief in other cases. 

93-A. Relief from double tax of incomes t/ixcd, in Britisn 
India and in the United Kincfdonv — Method of colcvlatmr/ relief 
in India. — The following method should be followed in calculating- 
the “ Indian rate of tax ”, as defined in section 49 {2) {h) of the 
Indian Income-tax Act: — 

Indian super-tax is charged on the whole of the income, in- 
cluding the Rs. 50,000 that are free of super-tax, since under 
section 55 of the Indian Income-tax Act, it is said to be “ charged ” 
in respect of the ” total income ”. The result is that the first 
lakh of income is to be regarded as a single slab charged to super- 
tax at the effective rate of G pies in the rupee. 

Thus, for the purpose of double income-tax relief, “ doubly 
charged ” income of any amount exceeding Rs. 50,000 can only 
consist of either — 

(1) income liable to super-tax alone, or 

(2) income liable to both income-tax and super-tax, or 

(3) (a) income liable to both income-tax and super-tax and 
(b) income liable to super-tax alone, 
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i.e., tliere can at most Le onl3'' two slabs. There can be no 
part liable to income-tax alone since no income is exempt fronr 
snj)er-tax alone. The whole or a part of the income will, of 
course, be liable to super-tax alone if the whole or any part of 
the income is exempt from income-tax but not from super-tax. 
The relief should be calculated separately on each of the two> 
slabs just mentioned. 

This method is that followed by Somerset House. 

94. Relief from dovble tax of incomes taxed in Bntish India 
and in the United Kingdom — Procedvre. — The following proce- 
dure should be followed for the grant of relief in respect of double 
taxation in India and in the United Kingdom: — 

When during an assessment it is known that an assessee will be 
entitled to relief on account of double taxation on any part of his 
income, the amount of the relief may^ be calculated by the Income- 
tax Officer so far as is possible, and the assessee may be allowed 
to paj' the demand in two instalments, the second of which will 
represent the amount of relief calculated to be due. The date of 
the first instalment will be that ordinarily fixed for the payment 
of a demand of income-tax, while the second will be payable two 
or, if possible, three or four months from the date of the notice of 
demand. If the assessee produces the necessary British certificates, 
and establishes his claim to relief under section 49 of the Indian 
Income-tax Act, 1922, the demand for the second instalment should 
be modified bj’’ cancellation or reduction or, if the relief is greater 
than the second instalment and the first instalment has been paid, 
a refund should be granted. 

95. Relief from double tax of incomes taxed in British India 
and in Indian States. — Arrangements have also been made with 
several Indian States, which levy income-tax, for the grant of 
relief from the payment of double income-tax of incomes which 
are taxed both in any of these Indian States and in British India. 
Relief is granted in British India at a rate eqiial to half the Indian 
State rate subject to a maximum of half the British Indian rate. 
The State will grant relief at a rate equal to half its rate of tax. 
The following is a copy of the Notification prescribing the proce- 
dure to be followed by persons claiming relief from the payment 
of double income-tax : — 

FINANCE DEPARTMENT (CENTRAL RSTENTJES). 

N otifwtaion No. 25, dated the 1st July 1926 (as suhseq^uently 

amended ) . 

In exercise of the powers conferred by section 60 of the Indian 
Income-tax Act, 1922 (XI of 1922), the Governor General in 
Council is pleased to make the following modifications in respect 
of income-tax, in favour of income on which income-tax has been 
charged both in British India and in one of the Indian States 
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referred to in tlie scliedule to this notification (hereinafter called 
the said schedule), namely : — 

1. In this notification — 

(a) the expression “ Stale income-tax ” means income-tax and 
super-tax charged in accordance Tvith the provisions of 
the law relating to income-tax for the time being in 
force in the State concerned ; 

(h) the expression “ State rate of tax '' means the amount of 
State income-tax divided by the amount of the larger 
of the two incomes on which income-tax and super-tax 
respectively have been charged by the State; and 

(c) the expressions “ Indian income-tax ” and “ Indian rate 
of tax ” have Ihe some meanings as in clauses (a) and 
(b), respectively, of section 49 [2] of the Act. 

2. If any person who has paid Indian income-tax for any year 
'On anj’ part of his income proves to the satisfaction of the Income- 
tax Officer that he has at any time paid State income-tax in respect 
of the same part of his income, he shall be entitled to the refund 
of a sum calculated on that port of his income at a rate equal to 
half the State rate of tax; provided that the rate at which the 
refund shall be given shall not exceed one-half of the Indian rate 
of tax. 

3. Eveiy application for refund of income-tax under this noti- 
fication shall be made to the Income-tax Officer of the district in 
which the applicant is chargeable directly to income-tax or if he is 
not chargeable directly to income-tax, to the Income-tax Officer 
for the district in which the applicant ordinarily resides, or if ho 
is not resident in British India — 

(f) to the Income-tax Officer of the district or area in which 
he was last charged directly to income-tax when so 
resident, or 

(ii) if he has never been so resident, to the Income-tax Officer 
of the district or area where the income-tax for the 
refund of which application is made was deducted. 

Siich application may be presented by the applicant in person or by 
a duly authorised agent or may be sent by post, and shall be in 
the following form ; — 

Ayflications for relief from double income-ta.r vnder Koiification 
No. 25, dated the .1st July 1926. 

I, of do hereby state that I 

have paid (name of State) State income-tax /income-tax and siiper- 
tax amounting to Es. for the year ending 39 on an 

■'income of Es. and that Indian income-tax /income-tax and 
super-tax of Es. has also been paid on the same 

income* /part of the same income amounting to Es. . I 

^ ti\'liere_ the income on which income-tax has been cliarged differs from 
•that on which super-tax has been charged both amounts must ho specified- 



now pray for relief at tlie rate of amounting to 

Us. under Notification No. 25, dated tlie 1st duly 

1926, to wliicli I am entitled. Mj' income from all sources to wfiicli 
tills Notification applies during tlie “ previous year ” ending on 
the 19 , amounted to Es. 

onlj' — see Eeturn of income attacked / already submitted. 

Signature 

I hereby declare that wbat is stated herein is correct. 

Signature 

Dated 19 . 


4. No claim to any refund of Indian income-tax under this 
Notification shall be allowed unless it is made within one j'ear 
from the last day of the year in which such tax or the State income- 
tax was recovered, whichever is later. 

Schedule. 

1. Baroda. United Provinces. 

12. Benares. 


Madras States Agency. 

2. Travancore. 

Central India Agency. 

3. Dhar. 

Punjab States Agency. 

4. Patiala. 

5. Bahawalpur. 

6. Jind. 

7. Kapurthala. 

S. Loharu. 

8-A. Maler Kotla. 

S-B. Mandi. 

Bombay. 

9./ Sachin. 

10. Akalkot. 

11. Phaltan. 

11-A. Chhota IJdepur. 
11-B. Eamdurg. 

11-C. Kolhapur. 


Central Provinces. 

13. Baster, 

14. Kanker. 

15. Eaigarh. 

16. Jashpur. 

17. Sarangarh. 

18. Maki’ai. 

19. Kawardha. 

20. Khairagarh. 

21. Korea. 

22. Nandgaon. 

23. Chhuikhadan. 

Bihar and Orissa. 

24. dlayurbliauj. 
24-A. Patna. 

24-B. Sonpur. 

24-C. Kalahandi. 

24-D. Eairakhol. 

24-E. Baudh. 

Punjab. 

25. Baghat, 
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95-A. Relief from double tax of mcovies taxed hi British India 
^nd Ceylon. — As a result of tlie introduction of Income-tax in 
Ceylon witli effect from 1st April 1932, arrangements have been 
made -witb tbe Ceylon Government for tbe grant of relief in cases 
where tbe same income has been subjected to Cej'lon tax as well 
ns Indian Income-tax. Relief is granted in India to the extent 
■of half the Ceylon tax calculated on that part of the income on 
which relief is admissible under the Ceylon Income-tax Law or half 
the Indian Income-tax on the same part of the income, whichever 
is less. It will be observed that relief is based on amounts of tax 
not on rates of tax. The Notification prescribing the procedure 
to be followed by j)ersons claiming relief from double income-tax 
is reproduced below : — 


FINANCE DEPARTMENT (CENTRAL REVENUES). 

Notification No. 14, dated the 2nd April 1932. 

In exercise of the' powers conferred by section, 60 of the Indian 
Income-tax Act, 1922 (XI of 1922), the Governor General in 
Council is pleased to make the following modifications in respect 
•of income-tax in favour of income on which income-tax has been 
•charged both in British India and in Ceylon, namely: — 

(1) In this notification — 

(a) the expression “ Cejdon tax ” has the meaning assigned 

to it in section 45 (4) (b) of the Cejdon Income-tax 
Ordinance 1932 (2 of 1932), 

(b) the expression Indian income-tax ” has the meaning 

assigned to it in clause (a) of section 49 (2) of the 
Indian Income-tax Act, 1922 (XI of 1922). 

(2) If any person, who has paid Indian income-tax for any year 
on any part of his income, proA’-es to the satisfaction of the Income- 
tax Officer that he has paid Ceylon tax for tlie corresponding year 
in Ce 3 ’lon, he shall be entitled to the refund of a sum equal to half 
the Ceylon tax calculated on that part of his income on which 
relief is admissible under the Ceylon Income-tax Law, or to half 
the Indian Income-tax on the same part of his income whichever 
is less. 

(3) Eveiw application for refund of income-tax under this 
notification shall be made to the Income-tax Officer of the district 
in which the applicant is chargeable directly to income-tax or if 
he is not chargeable directly to income-tax to the Income-tax 
•Officer of the district in which the applicant ordinarily resides, or 
if he is not resident in British India — 

(i) to the Income-tax Officer of the district or area in which 
he was last charged directly to income-tax when so 
resident, or 
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(tV) ii lie lias never been so resident, to ilie Income-tax Officer 
of file district or area wliere tbe income-tax for tbe re- 
fund of wliicb application is made ivas deducted. 

Sucb application may be presented by tbe applicant in person or 

by a duly autborised agent or may be sent by post, and shall be 

in tbe following form : — 

Application for relief from clouhle mcome-ta.x under Notification 

No. , dated 

of do hereby state 

that I have paid Ce 3 "lon tax amounting to Rs. for the j'ear 

ending 19 , on an income of Es. and that Indian income- 

tax /income-tax and super-tax of Es. has also been paid 

on tbe same income'' /part of tbe same income amounting to Es. 

. I now pray for relief of a sum of Es. under Noti- 
fication No. , dated to which I am 

entitled. My income from all sources to which this Notification 
applies during the “ previous year ” ending on the 
19 amounted to Es. only — see Eeturn of income 

attached /alreadj’’ submitted. 


Signature 

I hereby declare that what is stated herein is correct. 

' Signature 


Dated 19 . 

(4) No claim to any refund of income-tax under this notification 
shall be allowed unless it is made within one year from the last 
day of the year in which such tax or the Ceylon tax was recovered 
whichever is later. 

95-B. Limitation of claims for refund. {Section 50 .) — Claims 
for refund are admissible if made within 12 months from the last 
day of the calendar 3 ^ear in which the tax was recovered or before 
the last day of the financial year commencing after the expiry of 
the “ previous jmar ” as defined in section 2 (11) of the Act in 
which the income arose on which the tax was recovered, whichever 
period may expire later. This limitation applies also to refunds 
of double income-tax (section 49). The date of recovery in this 
case is, of course, the date of recovery of the tax in India, Since 
however there is often ver}' great delay in settling assessments and 
claims to relief in the United Kingdom, provisional claims for 
double income-tax reliei unsupported by proof that relief has 
actually been obtained in the United Kingdom may be accepted 
if jrresented within the limitation period if the assessee definitely 

^ AVliero^ the income on n-liicli income-tax has been charged differs from 
that on which super-tax has been charged both amounts must be specified, 

* IXCOIIE-TAX K 
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undertakes to produce sucli proof as soon as relief in tke TTnited 
Kingdom has actually been ol3tained. When this undertaking is 
punctually fulfilled the claim may he treated as one presented in 
due time. Claims to refund \mder section 49 may also be admitted 
after ihe expiry of tlic prescribed period, if the applicant satisfies 
the Commissioner, or an Assistant Commissioner specially em- 
powered in this behalf, that he had sufficient cause for not making 
the claim within the ])eriod. 

This section should bo interpreted as illustrated below in deal- 
ing with claim for refund of tax on dividends. Taking the case 
of a shareholder in a company which declares a dividend in January 
1929, if he is directly assessed and is a person avIio does not keep 
accounts, or whose “ previous year ” is the income-tax year, an 
adjustment can be made whenever he is assessed in the income-tax 
3mar April 1929 to March 1930, while an application for a refund 
can also be entertained at any time up to 31sL December 1930. 
If he keeps accounts and his “ previous 3'oar ” runs, say, from 
October to September, an adjustment can be made in the course 
of assessment during the financial j'ear 1930-31. An application 
for refund can also be entertained up to 31st March 1931. TiTiere 
the shareholder keeps accounts on the cash basis, the relevant date 
is the date of receipt and not the date of declaration, and the 
foregoing instructions have to be read subject to this modification. 

96. Prosceviion jor offences . — (See also paragraph 68.) Pro- 
secution of assessccs for oJTenccs under sections 51 and 52 cannot 
be commenced except at the instance of an Assistant Commissioner 
and the Assistant Commissioner is, under section 53, empowered 
to stay any such proceedings or compound any such offence. The 
jiower of compounding an offence is one that can be exercised not 
only after proceedings have been commenced, but before proceed- 
ings are instituted at all. 

97. J ncomc-iax records io he l-ept confidential. {Section 54.) 

■ — ^While the Act of 1918 merely penalised the disclosure by a 
public servant of the particulars contained in anj' statement or 
return furnished \inder the Aci, section 54 further penalises the 
disclosure of anj’- particulars contained in any accounts or docti- 
ments produced under the Act or in any evidence given or deposi- 
tion made in the course cf proceedings under the AlcL or in an}" 
record of an assessment proceeding or proceedings for recovery of 
a demand, and debars the Cotirts from requiring public servants 
to produce income-tax I’ecords or to give evidence respecting the 
same. 

The provisos to sub-section (2) contain provisions stating in 
what particular cases information may be disclosed. The effect 
of the provisions is that information obtained in connection with 
the assessment of incomes and recovery of the tax may be disclosed 
by public servants to such persons only as act in the execution of 
the Act and where it may be necessary to disclose the same to them 
for the purposes of the Act, or in order to, or in the course of, a 
prosecution for perjury committed in connection with proceedings 
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under tke Act. Tlie production before a Court of any document, 
declaration or affidavit filed, or tbe record of any statement^ or 
deposition made in a proceeding under section 26-A, or tbe giving 
of evidence by a public servant in respect thereof is also not 
ju’obibited. Proviso (c) was inserted mainly for tbe purpose of 
extending ibe protection to every action of a public servant in 
piu'suance of tbe provisions of tbe Act or tbe rules sucb as tbe 
service of a notice by affixture. Apart from these particular cases 
it is essential that all records should be bept strictly confi.dential, 
and, in particular, tbe practice in certain provinces of furnishing 
information to local authorities, who impose a lax on “ circum- 
stances and property ” or a local income-tax, of tbe details of assess- 
ment made by tbe income-tax authorities must cease. This prohi- 
bition applies equally to furnishing sucb information to other 
Gro vernment dep artments . 

For tbe meaning of tbe phrase “ public servant ” see para- 
graph 9. 

98. Super-ta-x . — ^Tbe provisions of tbe Act regarding income- 
tax other than those specially excepted in section 58 ap]Hy also to 
super-tax which is merely, as stated in section 55, “ an additional 
duty of income-tax ” . Super-tax is levied at tbe rates specified in 
tbe Finance Act (at tbe end of Part I of this Manual). 

Tbe super-tax on companies is levied at a flat rate on tbe whole 
of tbe proflts of a company. This tax on companies, which takes 
the place of tbe tax formerlj’- levied at a graded scale of rates on 
tbe “ undistributed profits ” of a company, is levied on tbe com- 
pany as sucb on account of tbe special privileges which companies 
.enjoy by statute in tbe shape of corporate finance and limited 
liability. No refund on account of super-tax on companies is, 
therefore, allowed to shareholders. 

Apart from tbe tax on companies which stands in a class by 
itself, super-tax is levied on a scale of graduated rates. While in 
tbe case of income-tax tbe difEerent rates are applied to tbe whole. 
of an assessee’s income, the different rates of super-tax are levied 
on successive ^‘slices” of income, i.e., on tbe portions of an 
assessee's income in excess of certain limits or tbe portions lying 
between certain limits. 

Hindu undivided families are treated for purposes of super-tax, 
as for income-tax purposes, as separate assessees. 

Unregistered firms are also treated as separate assessees 
Wliere, however, an unregistered firm itself is not assessed to 
super-tax {e.g., if its assessable profits are less than Es, 30,000), 
in that case only is tlie income which any individual member of an 
unregistered firm receives from the firm included in bis total income 
for super-tax, ' i 

Eegistered firms are not assessed to super-tax, but tbe shares 
of partners in registered firms are included in tbe total income of 
tbe individual partners on which super-tax is levied and similarly 
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tlie dividends of sliaxeliolders received from companies are included 
in tlie individual income of those shareholders. 

The tax is levied on toial income ” and “ total income ” in 
all cases means exactly the same thing as total income calculated 
for income-tax purposes Avith the solitary exception that Avhere an 
unregistered firm is itself assessed to super-tax, the shaie of the 
profits of a member of the unregistered firm is excluded from his 
total income for super-tax purposes. 

99. Deduction of sitper-ta-r at the aoxirce . — One of the excep- 
tions to the general riile that super-tax is not deducted at the 
source is that provided for in section 57, That provision is 
rendered necessary owing to the difficulty of obtaining super-tax 
from non-residents. Section 57 (.7) provides that in order to recover 
super-tax from the share of the profits of a partner in a registered 
firm, who is not resident in British India, the resident partners 
are themselves jointly and severally liable to pay the super-tax due 
from the non-i'esident in respect of this share. Sub-section {2) 
authorises an Income-tax Officer to require the principal officer of 
a company to deduct super-tax at the rate determined by him from 
the dividends payable to a non-resident shareholder Avhose total 
income is expected to exceed the minimum amount liable to super- 
tax even if the amount of the dividend or dividends payable with 
the income-tax thereon does not bv itself exceed the minimum 
liable to super-tax. This rate must be the effective or average rate 
of super-tax; tliat is to say, first the total amount of super-tax 
due on the total income must be calculated. Then the rate is to 
be arrived at by dividing this total su])er-tax by the total income. 
That rate is to be notified to all persons paying dividends and they 
should be required to deduct super-tax at that rate from whatever 
dividends tbey pa 3 ^ Sub-section {2) should not oi'dinarily he 
resorted to where the non-resident shareholder has a diih' a\ithorised 
agent in India to xvhovi his dividends arc paid and through Avhom 
he can be assessed to super-tax in the ordinaiy wa^'- Tinder section 
43 of the Act. But sub-section {2) should be eraploj’ed where 
special circumstances render it necessaiy — for example where a 
non-resident has resorted to some device b^- which proceedings 
under section 43 have been rendered infructuous. Any such case 
should be reported by the Income-tax Officer concerned through 
the Assistant Commissioner to the Commissioner of Income-tax 
whose orders should be taken before proceeding under the new 
section 57 (2). Sub-section (3) makes the principal officer of a 
company liable to deduct any super-tax due on dividends payable 
to a shareholder whom he has no reason to believe to be resident in 
British India. The liabilit^’^ merelj’’ attaches where the amount of 
the profits or dividends paimMe to the non-resident partner or 
shareholder together with the amount of any income-tax pai'able 
ly the company in respect thereof is, taken hi’- itself, liable to 
super-tax on the assumption that it represents the whole income 
of the non-resident partner or shareholder. It should be observed 
that if for examiile dividends are paid half-jmarty and the com- 
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bined aTtioiint of tbe two payments in any year and tbe inconae-tax 
tliereon exceeds tbe minimum liable to super-tax tbougli tlie first 
payment including tbe income-tax on it taken by itself does not 
exceed it, the principal o&cer is hoimd to deduct the snper-tax on 
sucb excess frorn tbe second payment. Tbe Act does^ not require 
tbe resident partner or tbe principal officer to obtain from tbe 
non-resident partner or sbarebolder a stateme nt of any otber income 
tbat may accrue to bim in British India. Where tbei’e is reason 
to believe tbat there is sucb otber income it will be necessary to 
rely on tbe provisions of sections 42 and 43 of tbe Act or sub- 
section (2) of section 57. In the case of companies tbe obligation 
to deduct applies only to dividends, and does not apply to other 
sums which a non-resident may receive from tbe company by wav 
of tbe interest on debentures or remuneration sucb as director’s 
fees. If tbe non-resident is himself assessed through an agent, 
sub-section (4) provides tbat the amount deducted at tbe source in 
this manner shall be taken into account in determining tbe amount 
payable by bim in respect of any otber income. 

In tbe case of registered firms it should in most cases be possible 
to treat tbe person who registered tbe firm as the agent of the non- 
resident .partner and to require bim to disclose the whole income 
accruing in India to such non-resident. 

Another exception to tbe general rule tbat super-tax is not 
deducted at source is provided in section 58-H in resnect of an 
employee’s total income as determined under section 58- J (3). 

100. Svper-to^r — Dedvction at aovrce from dividends of non- 
resident shareholders. [Section 57 (-S).! Sometimes large blocks 
of shares are registered in tbe names of banks, and held by them 
on behalf of tbe real owners for various reasons, though the banks 
have no proprietarv or beneficial interest therein. The aggregate 
dividends on a block of shares in a single companv thus held by 
a bank may exceed the maximum amount exempt from super-tax, 
though the dividends payable to some or all of tbe real owners 
individuallv mav not exceed tbat amount. In sucb circumstances 
super-tax should not be deducted nt souree from tbe dividends 
payable to tbe bank irrespective of tbe liability of tbe several real 
owners of tbe shares. If, therefore, a bank in sucb circumstances 
furnishes the Income-tax Officer assessing tbe company from time 
to time with a list giving tbe names and addresses of the real 
owners of the shares and tbe number of shares held bv each, tbe 
Income-tax Officer will infonn tbe principal officer of tbe com- 
pany, under sub-section (2) of section 57. of the rate of super-tax 
to be deducted ip respect of the dividends mxdhle to the hanlc, or 
that no super-tax is to be deducted therefrom, ns tbe case may 
be, having regard to tbe liabilitv of the individual shareholders.’ 

101. IJntles. — Jlnles made under section 50 of the Act bv the 
Oentral Board of Bevenue are contained in Bart IT of this Volume. 
With the exception of tbe rules first made under tbe Act, the 
power to inake rules is, under section 5.9 (3), subject to the condi- 
tion of “ previous publication ”, Tbe meaning of tbe phrase 
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‘‘subject to tbe condition of previous publication” is given in 
section 23 of tbe General Clauses Act (Act X of 1897), viz . : — 

“ Where, hy any Act of the Governor-General in Council or Regulation, a 
power to make rules or bye-laws is expressed to be given subject to the con- 
dition of the rules or bye-laws being made after previous publication, then 
tlio following provisions shall apply namely: — 

(1) tbe authority having power to make tbe rules or bye-laws shall before 
making them publish a draft of the proposed rules or bye-laws for the infor- 
mation of persons likely to be affected thereby; 

(2) the publication shall be made in such manner as that authority deems 
to be sufficient; 

(3) there shall be published with the draft a notice specifying a date on 
or after which the draft will be taken into consideration ; 

(4) the authority having power to make the rules or bye-laws, shall consider 
any objection or suggestion which may be received by the authority having 
power to make the rules or bye-laws from any person with respect to the 
draft before the date so specified; 

(o) the publication in the Gazette of a rule or bj’e-laiv purporting to have 
been made in exercise of a power to make rules or bye-laws after previous 
publication shall be conclusive proof that the rule or bye-law has been duly 
made.” 

101-A. Relief binder section 60 (2). — In calculating relief to be 
granted to an assessee in respect of any 3'ear under section 60 (2), 
any advantage gained by bim in a previous j’^ear in wbicb part of 
bis salary was short-paid will be taken into account. 

102. Gomfosition not ‘permissible. — Tlie provision in previous 
Acts that allowed a system of composition of assessment and 
enabled tbe Income-tax Officer under specified conditions to enter 
into compositions with assessees has been omitted from tbe present 
Act. No composition of assessment can, therefore, now be made 
allbougb an}’' composition entered into before tbe present Act came 
into force mxist be given effect to for tbe period for which tbe 
agreement was made. 

103. Assessment of income-ta.x on marned women.- — Although 
there is no specific provision to this effect in ‘the Act, a married 
woman is chargeable as if unmarried and has to be separately 
assessed in respect of her separate income. 

Pension received from funds such as the Indian Military 
Service Family Pension Fund by a widow on accormt of her chil- 
dren, and on account of herself are distinct and separate from one 
another. The pension of a minor orphan paid to his or her mother 
or a duly appointed or recognised guardian should not be included 
in the taxable income of the mother or guardian for the purposes 
of income-tax assessment. 

104:. Method, of serving notices or req'iiisi lions. — Under section 
03 pf the Act a notice or requisition may be served either by post 
or in ail}’’ manner provided for the service of summons under the 
Code of Civil Procedure. The words “ by post ” under section 27 
of the General Clauses Act, X of 1897, mean “ by registered post”. 
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Section 63 {2) specially provides that in the case of firms or 
Hindu undivided families a notice or requisition may he addressed 
to any member of the firm or to the manager or any other male 
member of the famih^ 

105. The dciennination of the Jncomc-Uix Officer hij whom an 
as'iessmcnb is to he made. — ^l^’^hile for the reasons given in para- 
graph 24 every Income-tax Officer is, under section 64 {4), vested 
■with all the poAvers conferred hy or under the Act on an Income- 
tax Officer in respect of any income, profits or gains accruing or 
arising or received witJiiii the area for which he is appointed, the 
question of the Income-tax Officer hy whom a particular assessee 
is to he assessed has to he determined in accordance with the pro- 
visions of suh-section (/) to (3) of section 64. Under those provi- 
sions, if an assessee carries on business, he has to he assessed hy the 
Income-tax Officer of the area in which his principal place of 
business is situate; in all other cases an assessee has to he assessed 
by the Income-tax Officer of the area in wliich he resides. IVhere 
there is any doubt or dispute on any such question, the question 
is to he finally determined hy the Commissioner of the province 
in which the areas are situate. Where the areas are situate in 
more than one province, the question is to he determined hy the 
Commissioners of the provinces concerned in consultation, and 
where two Commissioners are not in agreement, the question will 
he determined by the Central Board of Eeveuue. In all cases of 
dispute, however, before an3’’ such question is determined, the 
assessee must he given an opportunity of lepresenting his views. 

If an assessee whom an Income-tax Officer is seeking to assess 
challenges his jurisdiction on the ground that the assessee’s prin- 
cipal place of business or residence is in a different income-tax 
circle, the Income-tax Officer should at once report the case to the 
Commissioner for orders. ' Even if the Income-tax Officers of the 
various circles concerned are in agreement as to the proper place 
of assessment, they are not competent to decide finally where the 
assessment should be made unless the assessee acquiesces in their 
decision. If he dispiites it and the alternative places of assess- 
ment are all in the same ProAunce, Ihe Commissioner of Income- 
tax of that ProA^ince can finally determine the place of assessment. 
If alternative places of assessment are not situated in the same 
Province, it is not necessary for the Commissioners to refer the 
case to the Central Board of Revenue, unless they hold different 
views. 

It is not necessary for an assessee who disputes the jurisdiction 
of the Income-tax Officer eitlier to move the Commissioner himself 
or to ask the Income-tax Officer to do so. Wliatever the assessee 
does or proposes to do, therefore, the Income-tax Officer should 
take the Commissioner’s orders at once whenever his jurisdiction 
is challenged. 

As the question of jurisdiction must he decided before any 
assessment can he made, the Income-tax Officers and Commissioners 
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should deal with all questions arising under section 64 as expedi- 
liously as possible. 

106. Reference to High Court. (^Section 06 .) — ^TJnder the Act 
of 1918 a reference io tlie High Court on a question of law might 
be made only if the liead of the income-tax department in a pro- 
vince saw fit. He was not required to make any such reference on 
the application of an assessee if satisfied that the application was 
frivolous or that a refei'ence was unnecessary. Under section 66 
of the Act, the Commissioner of Income-tax has no longer power 
to withhold a reference on these grounds but is required to state a 
case to the High Court on the application of an assessee. In order 
to provide against frivolous or unnecessary applications, sub-section 
(2) requires that every such application shall be accompanied by a 
fee of Hs. 100 or such lesser sum as may be prescribed by rule 
made b3>- tlie Central Board of Heveuue (no lesser sum has yet been 
prescribed). In order to safeguard the revenue, sub-section (7) 
provides that the fact that a case has been stated to the High Court 
shall in no way stop the collection of the tax from the assessee. 

An application for a reference to the High Court can only be 
made after an appeal to the Assistant Commissioner under section 
31 or an appeal under section 32 to the Commissioner or a refer- 
• ence to a Board of Referees Tinder section 33-A has been disposed 
of. All assessee must therefore exhaust’ his remedies of appeal 
to the income-tax authorities before requiring a reference to the 
High Court. As it is desirable that questions of principle should, 
so far as possible, be settled by the revenue authorities, the proviso 
to sub-section (2) provides that if on receipt of such an application 
the Commissioner is himself prepared to give a ruling in favour 
of the assessee on the point of law raised, the applicant may with- 
draw his application for a reference to the Higli Court in which 
event the fee paid shall be refunded. 

No refund should however bo made in case«: in which Commis- 
sioner refuses to state a case to the High Court as under the sub- 
stantive part of section 66 (2) it is the making of an application 
for a reference to the High Court which involves the liability to 
pay the fee, and such liability therefore arises irrespectively of 
whether such reference is or is not made. The refund of fee except 
in the circumstances specified in the proviso to section 66 (2), is 
ilierefore not warranted by the Act. 

No reference may be made to the High Court on a question of 
fact. The Commissioner, under these provisions, may, therefore, 
only withhhold an application for a reference to the High Court 
if he considers that a point of law is not involved. If he does witli- 
liold it on that ground, the applicant under sub-section (3) may 
^Pply to the High Court, within six months from the date on 
which he is served with notice of the refusal to make a reference 
for a mandamus requiring the Commissioner to state a case, and if 
the High Court issues such a requisition, the Commissioner must 
state a case. 
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Wliere an Assistant Commissioner, hearing an appeal against 
an order purporting to have been made under sub-section \4) of 
section 23, dismisses the appeal on the ground that the assessment 
■was rightly made under that sub-section and that therefore no 
appeal lies, the order dismissing the appeal is an order under section 
31 •within the meaning of sub-section (2) of section 66 and the 
assessee is therefore entitled to require -the Commissioner to refer 
to the High Court any question of la'w arising out of such order. 

The Commissioner retains the po-wer to state a case to the High 
Court on his own motion or on a reference from any income-tax 
authority subordinate to him. Ho authority other than the Com- 
missioner is authorised to state a case for the High Court. 

The application for a reference must be made by the assessee 
within sixty days of the date on which he is served with notice 
of an order by an Assistant Commissioner under section 31, or by a 
Commissioner under section 32, or of a decision by a Board of 
Referees under section 33-A, and the reference to the High Court 
must be made by the Commissioner within sixty days of the receipt 
of the application. 

Under section 66-A, an appeal lies to the Pri-yjr Council from 
any judgment of the High Court delivered in a reference under 
section 66 if the High Court certifies that the case is a fit one for 
appeal. 

106-A. Computation of periods of limitation. {Section 67-A.) 
— In computing the period of limitation prescribed for an appeal 
under section 30 or 32 or for an application under section 66, the 
day on which the order complained of was made and the time 
requisite for obtaining a copy of such order shall be excluded. 
The application or appeal must however be filed not later than the 
last day of the period of 30 or 60 days, as the case may be, so 
computed. 

Hnder section 21, the return must be filed on or before the 30th 
April. Under section 22 (2), if notice is received on May 1st, and 
the time specified in the notice is thirty days, the return must be 
made at least on May 31st. Cases under section 66 (3) are for the 
High Court to deal with. 

107. Assessment of insurance companies. — Under section 59 
(2) {ii) special rules have been made prescribing the manner in 
which and the procedure by which, income, profits and gains shall 
be arrived at in the case of insurance companies. The rules so 
made are rules 25 to 32 while rule 35 deals with the particular case 
of non-resident companies. 

Under these rules the income, profits and gains of life assurance 
companies incorporated in British^India are determined by taking 
the annual average of the total profits disclosed by the last actuarial 
yaluation adding thereto any deductions made from the gross 
income in arriving at the actuarial valuation which are not admis- 
sible under the Income-tax Act and adding also any Indian income- 
tax deducted from or paid on income derived from investments 
before such income is received. If the Indim income-ta.v deducted 
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at tlie source from interest on investments exceeds tlie tax on profits 
tlius calculated, a refund is permitted of tlie amount by wbicb tbe 
deduction from interest on investments exceeds tbe tax payable 
on profits. Tbe same provisions under rule 26 apply also to tbe 
determination of tbe income, profits and gains derived from tbe 
annuity and capital redemption business of life assurance com- 
panies, tbe profits of wbicb can be ascertained from tbe results 
of an actuarial valuation. 

For tbe purpose of refund in sucb cases it is tbe annual average 
of tbe tax deducted from tbe interest on tbe company’s investments 
at tbe source that is to be taken and not, as lias lieen sometimes 
claimed by insurance companies, tbe tax actuall}’- paid during a 
particular' ^’■ear of assessment. Tbe reason for tbis is obvious. 
Tbe metbod of assessment ba.sed on tbe previous valuation is itself 
a concession wbicb, if tbe companies wish to enjoy, they must take 
as a whole. If there were to be a subsequent re-adjustment with 
reference to an}' of tbe transactions in tbe current actuarial period, 
tbis would have to be made after tbe period was closed with re- 
ference to tbe transactions of tbe company as a whole during that 
period, but tbis course would obviously not be suitable as it would 
mean very long deferred adjustments. 

In other classes of insurance business (fire, marine, motor car, 
burglary, etc.), an annual calculation of profits is practicable, and 
rule 29 provides in tbe case of those particular businesses for tbe 
method of treating sums placed by companies carrying on some or 
all of these branches of insurance business to reserves for unexpired 
risks. Tbe reasons underlying tbe concession granted in tbis rule 
should be carefully noted. Tbe profits derived, for instance, by a 
Fire Insurance Company from tbe premia wbicb it receives cannot 
be finall}^ determined until tbe policies issued in return for tbe 
premia have expired and tbe risks to tbe company thereunder have 
terminated, and, as tbe periods during wbicb tbe risks endure will 
not ordinarily coincide with tbe period on wliich tbe assessment to 
income-tax is based, it is necessary to frame some estimate of tbe 
expenditure wbicb tbe company will be called upon to incur owing 
to tbe fact that tbe risks covered by its premium income in tbe year 
of assessment have not entirely ceased. With proper safeguards 
to prevent manipulation of tbe accounts, tbis estimate can equit- 
ably be made by treating sums placed by insurance companies 
carrying on these classes of business to their reserves for unexpired 
risks as expenditure incurred solely for tbe purpose of earning tbe 
profits of the business. And where, as not infrequently occurs, 
tbe reserve is divided into two parts of wbicb tbe first is intended 
to cover normal unexpired risks and is generally reckoned at a 
fixed percentage of tbe premiums, and tbe second is intended to 
coyer exceptional losses from widespread calamities, tbe rule allows 
tbis treatment to additions to both parts of tbe reserve. Tbe safe- 
guards against abuse wbicb tbe rule imposes are as follows : — 

(1) All sums on account of unexpired risks, wbicb a company 
wishes to have treated as expenditure for income-tax 
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or super-tax purposes, must - actually be credited to a 
Pimd in tlie accounts of tbe company ; 

(2) Tliey must also be specifically appropriated to meet liabi- 

lities under existing- contracts; and 

(3) The contracts must be with poliey-bolders. 

The only other fund established by insurance companies for 
-vrhich special provision is made in the rules (Hule 30) is the In- 
vestment Reserve Rund. Amounts actually credited by an in- 
■eurance company of any kind in the ordinaiy accounts of its 
■business for the accounting period to its Investment Reserve Fund 
•for the purpose of meeting depreciation in the value of its securi- 
'ties can be treated as expenditure incurred for the purpose of 
•earning the profits of the business in determining the taxable 
income of the insurance company in that year. The reasons for 
this departure from the general rule that reserves are not allowed 
as a business expense are as follows: — ^In the first place it may 
be noted that these adjustments are not optional, the company is 
required to make them in order to ensure that its assets are not 
-overstated in the valuation. The transfer of sums by a Life 
Assurance Company to Investment Reserve Fund differs, more- 
over, essentially from the placing of amounts to reserve by a bank 
-or ordinary commercial company, either for the purpose of extend- 
ing its business, or for the provision of additional working capital : 
the sums thus placed to reserve are practically speaking composed 
of undistributed profits. There is also a substantial difference 
■between this transaction on the part of an insurance company, and 
that by which a bank writes off the depreciation of the securities 
which it holds. A bank meets depreciation by redticing its Reserve 
Fund : a Life Insurance Company meets it by reducing its Life 
Assurance Funds, and this reduction may be made either by writing 
'down its assets or by leaving the assets unaltered, and setting up 
-as a liability an Investment Reserve Fund equal to the deprecia- 
tion. The latter course is usually adopted : but in both cases the 
depreciation is a loss, and to tax the amount of depreciation woxild 
lead to the anomalous result that the greater the loss to the company 
the greater would be the amoxmt which it is required to place to 
its Investment Reserve Fund, and consequently the greater the 
•tax it would have to pay. 

On the other hand should the accoxmts show a credit for 
“ appreciation ” of assets, rule 30 provides for such appreciation 
being taxed. The words “ as has been otherwise taken into 
account” in the latter portion of rule 30 mean "having been 
•carried to the Life Assurance Fund or otherwise taken into ac- 
count ”. 

The reason for the use of the word " may ” instead of " shall ” 
in. rules 27, 29 and 30 is that while the concessions conferred by 
these rules should be granted as a general practice the income-tax 
authorities retain a discretion to refuse them where the concessions 
■have been abused. 



Companies carrying on Dividing Society or Assessment busi- 
ness are in a different position to tbe insurance companies proper 
in that they have not to hnild up funds similar to the Life Assur- 
ance Fund of ordinary Life Assurance business, and their profits 
are not ordinarily ascertainable by actuarial valuation. It is neces- 
sary, therefore, to fix some arbitrary method of determining the- 
taxable income of companies transacting these kinds of biisiness,, 
and under rule 31 this is done by taking 15 per cent, of the pre- 
mium income in the ” previous year 
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Abatemeuts. (See Allowances — ^Exemptions.) 

Abu, District of, application of the Act to . . P. 1. 

Abwate P. 2. 

Accounting inetliocl, for calculating assessable in- 
come . . . . S. 10 (5), 13, P. 13, 37, 

38. 

change of, Income-tax Officer 
may sanction . . . P. 38. 

Income-tax Officer’s discre- 
tion in regard to method . P. 38. 

Accounting periotl, for determining assessable in- 
come (sec “ Previous year ”) . S. 2 {11), 3, P. 6, 11, 

Accounts, failure by assesses to produce when 
called for, assessment how to be made 
in such cases . . . . . S. 23 {4), P. 69, 70. 

procedure when failure not uulful, 
fresh assessment to be made . S. 27, P. 67. 

prosecution for failure . . . S. 51 (d), P. 69. 

right of appeal forfeited . . S-, 30 (1), Prov., P. 69. 

Income-tax Officer’s power to call for, 
issue of notice . . . . S. 22 (4), P. 69. 

restriction on . . . . . S. 22 (4), Prov., P. 69, 

Adjustment, system abolished . . . . P. 14. 

under section 19 of Act VII, 1918 . S. 68, Prov., P. 14. 

Administrator-General, liability of, for tax due by 

beneficiary . • . S. 41, P. 85, 

Advances of pay to Government Officer, exempt . P. 25. 

Agency, interpretation of . . . . . S. 42, 43, P. 87 (5), 

Agency rules • . . P. 24 (2). 

Agent, of non-resident, includes person treated 
as such by Income-tax Officer, after 
notice S. 43, P. 87. 

Agents, assessable on behalf of non-residents . S. 40, 42 (7), P. 16, 53 , 

86, 87. 

Agricultural income. (See Indigo, Sugar and Tea) 

defined . . . . S. 2 {!), P. 2. 

exempt . . . S. 4 (5) (vm), P. 2. 

M 2 
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Agricultural income — contd. 

exemption not applicable 
to income &om agriculture 
abroad .... 

forest or trees — ^income 

derived from, when not 
liable .... 

income partly derived from 
agriculture, assessment of 

non-agricultural income from 
permanently settled land, 
not exempt . 

power of Central Board of 
Eevenue to make rules 
for assessment of . 

Agricultural produce, market value of . 

sale of raw, by cultivator, 
etc., mcome from, exempt. 

Air Force, wound and injury pensions exempt 
Allowance, benefit or perquisite, special, exempt . 
Allowances, bouse-rent, when exempt . 

AlIowanees,'_inadmissible. (See Deductions from 

taxable income). 

Allowances,^ in assessing business income, admis- 
sible — 

animals, dead or useless .... 

auditing of accounts, expenditure on, when 
admissible ...... 

bad debts (see ‘ Bad debts ’). 

bonus or commission paid to an employee, 
wben admissible ..... 

borrowed capital, interest on . 

business taxed for the first time — 

Accumulated depreciation to be 
allowed year by year 
debentures, interest on . 

depreciation on buildings, machinery, plant 
or furniture, etc 

excess of over profits, how to be 

adjusted 


S. 2 (1), P. 2. 


P. 2. 

R. 23, 24, P. 2. 


P. 2. 


S. 69 {2) (a) (t). 

R. 24. 

P. 2. 

P. 17 (29), (30). 

S. 4 (5) (vi), P. 22. 
P. 22. 


S. 10 (2) (mia), P. 47-A. 
P. 49. 


S. 10 (2) (viiia), P. 48-A. 
S. 10 (2) (Hi), P. 44. 


P. 46. 

P. 44. 

S. 10 (2) (vi), P. 46. 
R. 8-9. 

-S. 10 (2) (vi), P. 4fi. 
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Allowances, in assessing business income, admis- 
Bible — contd. 

depreciation, etc.' — 

plant below ground . . . . P. 46. 

rent free residences . . . . P. 46. 

' embezzlement bj employee . . . . P. 49, 

insurance against loss of profits, pre- 
mium, when admissible . . . P. 45. 

insurance of buildings, etc. . . S. 10 (2) {iv), P. 45. 

irrecoverable loans (see Bad debts). 

land revenue, local and municipal taxes S. 10 (2) {viii), P. 48, 63. 

local rate or tax not dependent on 
profits ...... P. 48, 53. 

obsolescence of macbinery, etc. . . S. 10 (2) {vii), P. 47, 

partners’ capital, interest on, when ad- 
missible. ..... P. 44. 

pensions to ex-employees . . . P. 49, 

provident funds (see major bead 
“ Provident Punds ”). 

railway or tramway (other than electric 
tramway) — allowances — depreciation, 
obsolescence, repairs — actual ex- 
penditure — option to substitute . P. 18, 46. 

religious, charitable and educational 
prirposes, sums received for and spent 
on, not taxable . . . . P. 49. 

rent of premises . . . . S. 10 (2) (^), P. 42. 

repairs (current), interpretation of . P. 43. 

repairs to machinery, plant or furni- 
ture '. . . . . . S. 10^(2) (v). 

repairs to premises . . . . S. 10 (2) (n), (?;), P. 43. 

reserve, sums placed to a pension, — ^when 
permissible ..... P.[4:9. 

special expenditure, sums received for, 
when admissible . . . . P. 49, 

successor to a business — depreciation 
allowance due to predecessor — carry 
forward permissible . . . P. 46. 

superannuation funds, sums contri- 
buted to, by employers, when per- 
missible P. 49, 



Allowances, in assessing business income, admis- 
sible — conolA. 

Workmen’s Compensation or Accident 
Insurance Act (VIII of 1923), premia 
paid under P. 49. 

Allowances in assessing income from other sources, 

admissible S. 12 (2), P. 52. 

interest on loan raised to piurchase 
securities . . . . . P. 62. 

banker’s certificate . . . . P. 52. 

Allowances, in assessing professional earnings, 

admissible S. 11 (2), P. 51- A, 63. 

furniture, oflice equipment or instru- 
ments, replacement, cost of . . S. 11 (2), P. 51-A. 

Allowances, in assessing property, admissible — 


collection charges . . , . S. 9 (7) (w), P, 34. 

not to exceed 6 per cent . . . R. 7. 

Charge secured on property and interest 

thereon S. 9 (i) (^^;), P. 33. 

ground rent S. 9 (1) {iv) & (v), P. 53. 

insurance . . ... . . S. 9 (7) (in), P. 33. 

insurance against loss of rent, pre- 
mium, when admissible . . . P, 33. 


land revenue ..... 
method of calculation 
mortgages, interest due under 

rent, legal expenses incurred in re- 
covering . . . . . 

rent, unrealised .... 

repairs ...... 

unrealised rent ..... 

vacancies 

Allowances in assesshig property, inadmissible 

Allowances, leave, paid in United Kingdom when 
liable ..... 

Amortisation of capital, depreciation on account of, 
I inadmissible 

Angul, District of, application of tbe Act to . 

income of persons, other than 
persons in the serivce of the 
Government, residing in 
exempt .... 


S. 9 (7) (v), P. 53. 

P. 29. 

S. 9 (7) {iv), P. 33. 

P. 34. 

P. 17 (37), 34-A. 

S. 9 (7) (i) & (ii), P. 32. 
P. 17 {37), 34-A. 

S. 9 (7) {vii), P. 36. 

P. 31, 63. 

P. 27 (see Exemptions). 

P. 46. 

P. 1. 


P. 17 {35). 
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Annual value, of house property, defined . . S. 9 { 2 ), P, 30. 

of house property in owner’s resi- 
dential occupation, defined . S. 9 (2), Prov., P. 30. 

Annuity, deferred, exemption . . . . S. 7 (7), Prov., P. 11, 66. 

Annuity, included in term " salary ” . . . S. 7 (7), P. 25. 

Annuity, under wiU, liable . . . . . P. 23. 

Annuity and capital redemption business, profits, 

how calculated . . . . R. 26, P. 107. 

ilnticipatory and exemption certificates . . P. 61. 

Appeal, to Assistant Commissioner — 

against assessment . . . . >S. 30 (7), P. 78. 

against decision as to the amount of loss 
sustained . . . . . . P. 78. 

against decision regarding accounting 
method . . . . . . P. 38, 

against penalty for concealment of in- 
come . . . . . . S. 30 (7), P. 78. 

against penalty for failure to notify dis- 
continuance of business . . . S. 30 (7), P. 78. 

against refusal to re-assess . . . S. 30 (7), P. 67. 

Appeal, to Commissioner — 

» against enhancement of tax by Assistant 

Commissioner . . . . . S. 32 (7), P. 80. 

against penalty for concealment of income . S. 32 (7), P. 80. 

Appeal, forfeiture of right of . . . . S. 30 (7), Prov., P. 67, 69. 

form of . . . . . . S. 30 (5), 32 (2), R. 21, 22. 

fresh assessment on . . . . S. 31 (3) (&). 

hearing of . . . . . . S. 31 (7), P. 79. 

adjournment of hearing . . . S. 31 (7). 

inquiry on . . • . . . S. 31 (2), P. 79. 

limitation . . . . . . S. 30 (2), 32 (7), 67- A. 

non-appearance of appellant, decision to 

be recorded on merits . . . . P. 79. 

suspension of payment of tax pending dis- 
posal of . . . . . . S. 45, P. 91. 

verification . . - . . . S. 30 (3), 32 (2), P. 78, 

R. 21, 22. 

Appeal, departmental, to Local Government by 

Assistant Commissioner 
or Income-tax Officer . P. 24. 
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Appellate powers, of Assistant Commissioner. . S. 31 (2), (5), P. 79. 

of Commissioner . . . S. 32 (3). 

Application o£ Income-tax Act. (See Exemptions.) 

Appointment of Assistant Commissioner . . S. 5 (4), (5), P. 24 (2). 

of the Central Board of Revenue . P. 24 (1). 
of Commissioner . . . . S. 6 (3), (5), P. 24 (2). 

of Income-tax Officers . . . S. 5 (4), (3), P. 24 {2), - 

( 4 ). 

Appointments, approval of Local Government when 

required . . . . . P, 24 (2). 

Arrear o! rent of land, interest on — ^when liable to 

income-tax . . . P. 2. 

Assessee, defined S. 2 (2), P. 3. 

personal attendance of . . . . S. 23 (2), 61, P. 71, 92. 

personal expenses of, deduction inadmis- , 

sible . . . . . . P. 40. 

representation of, in proceedings . . S. 61, P. 71. 

returns, must be signed by . . . P. 71. 

Assessment S. 23. 

cancellation of, by Assistant Commis- 
sioner on appeal . . . . S. 31 (3). 

cancellation of, by Income-tax Officer, 
when sufficient cause shown . . S. 27, P. 67. 

confirmation of, on appeal . . S. 31 (3). 

discontinuance of business . . S. 25 (1), {2), P. 74. 

enhancement of, by Assistant Com- 
missioner on appeal . . . S. 31 (3) {a), P. 79. 

appeal against such order . . S. 32 P. 80. 

appellant to show cause against order 
of enhancement . . . . S. 31 (3), Prov. , 

fresh assessment, on appeal . . S. 31 (3) (&). 

fresh assessment when sufficient cause 

shown, by Income-tax Officer . . S. 27, P. 67. 

appeal against refusal to make 
fresh assessment . . . S. 30 (1), P. 78. 

income escaping assessment, method 
■ of assessing S. 34, P. 82. 

individual members of firms, associa- 
tions and companies, power to assess S. 23-A. 

mistakes in, rectification of . . S. 35, P. 83. 
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Issessment — contd. 

order of S. 23 (5). 

cop 7 of, to be granted free . . P. 76. 

place of S. 64, P. 105. 

Assets, wasting, depreciation on, inadmissible . P. 46. 

Assistant Commissioner, appeal to, against assess- 
ment, penalty for con- 
cealment, or failure to 
give notice of disconti- 
nuance of business, or 
refusal to make fresb 

assessment . . . S. 30 {!), P, 38, 67, 69, 

78. 

forfeiture of right of . S. 30 (7), Prov., P. 69 

78. 

form of . . . . S. 30 (<3), R. 21, P. 78. 

fresh assessment on . S. 31 (5) (6). 

hearing of . . . S. 31 (1), P. 79, 80. 

adjournment of hear- 
ing . . . . S. 31 (7). 

inquiry on . . . S. 31 (2), P. 79. 

appeal to — 

limitation . . . S. 30 [2). 

extension of, by 
Assistant Com- 
missioner . . S. 30 (2). 

suspension of pay- 
ment of tax pending 
disposal of . . . S. 45, P. 91. 

verification of . . S. 30 (d), R. 21. 

appeal to Commissioner 
against orders of, en- 
hancing assessment or 
imposing penalty for 
concealment of income S. 32, P. 80. 

appellate powers of . S. 31 (3), P. 79. 

appellant to show cause 

against enhancement . S. 31 (3), Prov. 

appointment of, by Cen- 
tral Board of Revenue S. 5 (3). 

appointment of, by Com- 
missioner . . . S. 5 (7). 
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Assistant Commissioner — contd. 

subject to control of 
Governor-Gene r a 1, 
exercised tkrougb 

Local Government S. 5 (4), P. 24- {2). 

Coramissioner may direct 
to exercise powers of 
Income-tax OfGicer . S. 5 (4). 

Commissioner may exer- 
cise powers of . . S. 6 (4). 

defined . . . . S. 2 (5). 

dismissal of, appeal to 
Local Government . P. 24 {2). 

increment of pay, appeal 
to Local Government 
against order witKhold- 

ing . . . . P. 24. 

power to call for return 
of members of firm or 
Hindu Undivided 
family . . . S. 38 (4). 

power to call for return of 
names of beneficiaries . S. 38 (2). 

power to compound ofi- 
ence . . . . S. 53 {2), P. 96. 

power to direct assess- 
ment of resident on 
profits of non-resident . S. 42 {2). 

power to impose penalty 
for concealment of in- 
come . . . . S. 28 (J), P. 68. 

copy of order to be 
sent to Income-tax 
Officer . . . S. 28 {2). 

power to impose penalty 
for failure to distribute 
profits in accordance 
with terms of partner- 
ship deed . , . P. 28 (2), P. 68. 

power to inspect register 
of shareholders, ete., of 
company . , . . S. 39 P. 70. 
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Assistant Commissioner— 

power to issue commis- 
sions for the examina- 
tion of idtnesses . , S. 37 (c), P. 70. 

power to order prosecu- 
tions . . . . S. 63 (i), P. 68, 96. 

power to rectify mistakes . S. 35, P. 83. 

power t-o stay prosecu- 
tions . . . . S. 53 (2), P. 96. 

power to summon docu- 
ments and witnesses . >S. 37 (a), (b), P. 70. 

power to take evidence on 
oath . . . . S. 37 (b). 

proceedings before, are 
judicial proceedings . S. 37, P. 70. 

Association, individual members, power to assess . S. 23-A. 

liability to tax of . . . . S. 3, 55, 66, 63 (2), P. 3. 

principal officer of, defined . . S. 2 (22), P. 7. 

return of employes by . . . S. 21, E. 17. 

service of notice on . . • . S. 63 (2). 

Assur^ce. (See Insurance.) 

Auditors, approved, profit and loss statement by . P. 69. 

Authorities S. 5, P. 24. 

Bad debts, deduction not permissible if accounts 

kept on cash basis . . - . P. 37. 

deduction permissible if accounts kept 
on mercantile basis . . . . P. 37. 

loans, irrecoverable, deduction when 
permissible P. 41. 

reserve for bad debts, sums placed to, 

deduction not permissible . . P. 40. 

Balance sheet, foreign income not taxable merely 

by reason of entry in . . S. 4 (2) Explanation, 

Band funds, regimental, compulsory payments to, 

not liable to tax . . . . P. 17 (4). 

Bangalore, Civil and Military Station, application 

of the Act to . . . . . P. 1. 

Bank, securities held as part of capital or reserve 
of, depreciation on, not a permissible 
deduction . . . . . . P. 46. 

realisation of. profit on, not asse.5sable . P. 46 . 
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Banker, certificate by, of deduction of interest on 
securities ...... 

certificate by, of interest paid on loan for 
pujcbase of securities . . . - . 

Banking business, irrecoverable loan — admissible 

deduction .... 

3aroda, Cantonment of, application of the Act to . 
IBegging^ income from professional, assessable 
■Beneficiaries, trustees assessable on behalf of 
Berar, application of the Act to . 

Betting, casual gains not assessable 

Board of Eeferees 

Board of Revenue, Central. (See Central Board of 

Revenue.) 

Bombay Presidency, British administered areas in, 

application of the Act to 

Bonus, for services rendered, not exempt 

to retiring employee, inadmissible deduc- 
tion ....... 

Books, authors’ profits, assessable 
Book-makers, profits of, assessable 

Book profits and losses, enter into calculation of 

income on mercantile 
system .... 

‘Borrowed capital, interest on. (See Allowances.) 

■British Baluchistan, application of the Act to 

3ritidi Indian Subject, income paid to, outside 

British India, when 
chargeable 

■Buildings. (See Allowances, Deductions from tax- 
able income, Property.) 

Burglary Insurance Company, assessment of . 

Business, assessment of profits from. (See Allow- 
ances, Deductions from taxable income 
— Exemptions.) 

casual gains from, assessable 

change of ownership, liability of 
successor . . . . - . 

deductions admissible in assessing (See 
Allowances.) 


P. 61. 

P. 28. 

P. 41. 

P. 1. 

P. 23, Illustration (3). 
S. 40, 41, P. 85. 

P. 1. 

P. 23, Illustration {2). 
S. 33-A. 


P. 1. 

P. 23. 

P. 49. 

P. 23, Illustration (5). 
P. 23, Illustration (2). 

P. 37. 

S. 1 (2), P. 1. 


S. 7 (2), P. 1, 15, 26. 


P. 107. 


S. 4 (3) {viii), P. 23. 
S. 26 (2), P. 76-A. 
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\ Business— cojif{Z. 

deductions inadmissible in assessing (see 
Deductions from taxable income) . p, 40. 

definition of S. 2 ( 4 ), P. 39. 

discontinuance of, assessment (business 
assessed under Act of 1918) . . S. 25 (5), P. 14, 74. 

discontinuance of, assessment (busi- 
nesses conunenced after March 1922) - S, 26 (1), P. 14, 74. 
discontinuance of, assessment on period 
subsequent to end of premous year, 

discretionary P. 14. 

discontinuance of, notice to be given by 
assessee . . . . . . S. 25 ( 2 ). 

penalty for failure to give notice . S. 25 ( 2 ). 
appeal against penalty . . S, 30 (i), P. 78. 

discontinuance of, assessment, notice to 
be given to assessee . . . . S. 25 (4). 

discontinuance of, recovery of tax . . 44, P. 74. 

Business abroafl. (See ISfon-residents.) 

Business abroad, profits and gains of, when taxable S, 4 (2), P. 16. 

Business connection in British India. (See Non- 
residents.) 

Business expenses (see Allowances, Deductions 

from taxable income). 

Business premises (see Allowances, Deductions 

from taxable income). 

annual value of, not taxable 

under “ Property ” . . S. 9 ( 1 ), P. 29. 

Business, branch, power of Income-tax Ofificer . S. 64 (4), P. 24 (4), 64. 
new, assessment of • - • . P. 71. 

Cancellation of assessment, on appeal . . . S. 31 ( 3 ) (c). 

when cause is shown . S. 27, P. 67. 

Cancellation of order enhancing assessment, by 

Commissioner S. 32 ( 3 ). 

Cancellation of order imposing penalty, hy Assistant 

Commis- 
sioner . S. 31 ( 3 ) (c). 

by Commis- 
sioner . S. 32 ^3). 

Cancellation of registration of a firm - . . S. 23 (4). 


I 



Capital (see Allowances. Deductions from taxable 
income). 

Capital, borrowed, subscriptions to certain Mutual 
Benefit societies included in . 

Capital expenditure, inadnrissible .... 

Capital, imported into Britislx India, not liable 

Cash basis, of accountancj ..... 

Casual receipts, when exempt .... 

examples .... 

Central Board of Revenue, defined 

functions of 

power to appoint Assist- 
ant Commissioners, 
Commissioners and 
Income-tax Oificer.s . 

power to declare foreign 
association to be a 
Comixnny 

power to define pre- 
vious year in certain 
cases, and to dele- 
gate such power 

power to determine 
place of as.'^cssment. . 

assessce to be 
beard 

power to cliiecl to 
whom tax deducted 
from salaries and 
interest on securities, 
should be paid . 

power to xUnke rules 

power to prescribe 
Mutual Benefit 

Societies . 

power to prescribe per- 
son who should make 
returns of employees 

Central India, British administered areas in, appli- 
cation of the Act to . 


S. 10 (2) (?n), Explana- 
tion, P. ii. 

P. 40. 

P. 15. 

.P. 13, 37. 

S. 4 (3) {vii), P. 23. 

P. 23. 

S. 2 {<la). 

P. 21. 


S. 5 (-5), P. 24. 


S. 2 {0), P. 4. 


S. 2 (27) {b), P. G. 

S. G4 (3), P. 10.1 

S. 01 (3). Prov., P. 105. 


S. 18 (0), 4G (0), E. 10— 
12, P. 91. 

S. 59, P. 24, 101. 

S. 10 (2) (Hi), Explana- 
tion, P. 44. 


S. 21, E. 15, P. 64. 


P. 1. 
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\£5iange of ownership S. 26, P. 74, 76. 

\ firms converted into com- 

panj"} method of assess- 

^ ment . . . . P. 75, 

* recovery of tax . . . S. 44, P. 74. 

€harges. (See Allowances, Deductions from tax- 
able income.) 

Charging sections, Income-tax . . . . S. 3, P. 3. 

Super-tax . . . . S. 56, P. 3. 

Charitable Institution, voluntary contributions to, 

exempt . . . . S. 4 (3) (m), P. 19. 

Charitable Institutions, purposes and trusts, ex- 
emption applies if in- 

come set aside for, need 
not be actually spent in 
year of accoimt • . P. 19, 

Chaiitable purposes, defined . . , . S. 4 (3) od/n. 

income from property held 
for, when exempt , . S. 4 (3) (i) (i?), P, 19. 

Charity, expenditure on, inadmissible as a deduc- 
tion . . , . , . . P. 40. 

•Civil Court, portion of salary withheld under order 

of, taxable P. 25, 

Civil Courts, jurisdiction barred . . • . S. 67. 

prohibited from summoning income- 
tax records . . . . . S. 54 (i). 

Goal, depreciation on, as a -wasting asset, inadmis- 
sible . . . . . . . P, 46. 

Coal Mines, shafts, tramways, sidings, deprecia- 
tion allowances . . • . P, 45. 

Collection charges, allowances for ... S. 9 (I) (vi), P. 34. 

maximum of 6 per cent. . . S. 9 (1) (vi), E. 7, P. 34 

CoUection of tax. (See Eecovery.) 

Collector, recovery of tax by . . . . S. 46 (2), P. 91. 

Colonial Treasuries, salary, etc., drawn at, by 

Officer on duty or leave . P. 17 {22) & {25). 

Commission, included in “ Salaries ”, . . S. 7 (1). 

partner’s inadmissible as a deduction . P. 44. 

Commission, issue of S, 37 (c), P. 70. 

Commissioner of Income-tax, aj)peals to. (See 

Appeals.) 
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Commissioner o£ Income-tax — conid. 

appointment of, by 
Central Board of 
Revenue 

appointment of, by 
6ovemor-G e n e- 
xal . . . 

recommendat ion 
of Local Gov- 
ernment to be 
considered 

Assistant Commis- 
sioners and In- 
come-tax Officers 
appointed by, 
and subordinate 
to . . . 

definition of 

functions of 

powers appellate 
powers . 

power to appoint 
Assistant Com- 
missioners and 
Income-tax 
Officers 

control of Local 
Government . 

power to determine 
place of assess- 
ment in case of 
dispute 

assessee to be 
beard 


S. 5 (5), P. 24 (P). 


B. 6 (5), P. 2<(2). 


S. 5 (3). 


S. 6 [d), P. 24 {2). 
S. 2 (5). 

P. 24 {2). 

S. 32, P. 80. 


S. o {4), P. 24 {2). 
P. 24 {2). 


S. 64 (3), P. 105. 

S. 64 (3), Prov., P 


power to determine 
“ previous year ” . S. 2 {11) {b), P. 6. 

power to direct that 
powers of Assist- 
ant Commis- 
sioner and In- 
come-tax Officer 
sball be exercised 
by Commissioner 
and Assistant 

Commissioner . S. 6 (4), P. 24 (2). 


. 105. 
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Commissioner of Income-ta^ — contB,. 

power to direct re- 
covery of arrears 
of income-tax 
like municipal 
tax or local rate 
and by wbat 
autbority 

power to impose 
penalty for failure 
to distribute profits 
in accordance with 
terms of partner- 
sbip deed 

power to issue com- 
mission 

power to levy 
penalty for con- 
cealing income 

copy of order to 
be sent to 
I n c 0 m e-tax 
Officer 

power to rectify 
mistakes 

power to reduce 
partners’ assess- 
ment when firm’s 
assessment is 
reduced 

' power to refer case 
to Bjgb Court 
may allow inter- 
est on refund 
in sucb cases 

power to sanction 
prosecution for 
disclosure of in- 
formation by 
public servant 

power to summon 
mtnesses and 
documents . 

power to take evi- 
dence on oatb 


S. 46 (5) k {4), P. 91„ 

S. 28 {2), P. 68. 

S. 37 (c). 

S. 28 {!), P. 68. 

S. 28 (2). 

S. 35, P. 83. 

P. 81. 

S. 66, P. 106. 

S. 66 (r), Prov. 

S. 54 (2), Prov. 

S. 37 (&). 

S. 37 (a). 
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-'Oommissioner of Income-tax— co?id(Z. 

powers of review 
(see Review 

powers) . . S. 33, P. 24 (2), 81. 

<k>minissioner, proceedings before, are Judicial pro- 
ceedings S, 37. 

Company, assurance (see Insurance Company). 

defined S. 2 (d), P. 4. 

flotation expenses (see Shares, cost of 
issuing). 

individual members— Power to assess . S. 23-A. 
preparation and submission of annual 

returns of income . . . . S. 22 (1), P. 65, 67, 68, 

R. 18. 

preparation and submission of aimual 

returns of salaries . . . . S. 21, R. 16, 17, P. 64. 

principal ofiicer of, to furnish certifi- 
cates of deduction of income-tax, to 

share-holders S, 20, R. 14, P. 63, !)2. 

profits of, assessed at maximum rate . Fin, Act, P. 63. 

register of members of, power of income- 
tax authorities to inspect . . . S. 39, P. 70. 

list of members not to be called for . P. 70. 
shareholder in, refund of income-tax to S. 48 (J), R. 14, 37, 38> 

P. 11, 69, 63, 92. 

super-tax, liability to . S. 55, P. 12, 98. 

charged at flat rate . , , . Fin. Act, P. 98. 

•Compensation for deatli or injuries, sums paid as, 

not liable . S. 4 (3) (v), P. 17 (24), 
(lo). 

Composition of offences S. 53 (2). 

may be made before or 
after proceedings 

commenced . . . P. 96, 

Composition of tax, not allowed . . . . P. 102. 

under old Act remains in 
force . . . . P. 102. 

CJonceaiment of income, penalty for . \ . S. 28 (2), P. 67, 68. 

appeal against . . S. 30 (7), 32 (7), P. 78. 

80. 

. S. 51 (c), P. 67, 


prosecution for 
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Consignment 'business (see Non-residents). 

Consignments, Income-tax Officer not to call for 
statement of — from Eailwaj'- 
Company . . . 

Consular employees (see Exemptions). 

Consuls, foreign (see Exemptions). 

Contract of indemnity loss recoverable under, in- 
admissible 

Co-operative societies, dividends of, exempt from 

income-tax 

liable to super-tax . 

interest on securities beld 
by, liable to income-tax . 

profits of, exempt from in- 
come-tax 

liable to super-tax 

set ofi of loss under any bead 
of income that is exempt 
from tax against any bead 
of income that is not so 
exempt .... 

Copies, of assessment orders, to be granted free 
Courts, civil, jurisdiction barred .... 
indemnification of . 

receiver appointed by, taxable on 
bebalf of estate .... 

salaries witbbeld under orders of, 
liability to tax .... 

Court, High (see High Court). 

Courts of Wards, chargeable to tax 

indemnification of . . . 

Cultivator, proceeds of sale of raw produce by, 
exempt ...... 

Death or injuries, compensation for, not liable 

Debenture-holders, register of, power of Assistant 

Commissioner and Income- 
tax Officer to inspect . 

prosecution for refusing to allow 
inspection, etc. . 

Debentures, foreign, interest on, when liable . 


’. 70'. 


P. 40. 

P. 17-A. 
P. 17-A. 

P. 17-A. 

P. 17-A. 
P. 17-A. 


P. 17-A. 

P. 76. 

S. 67. 

S. 65. 

S. 41, P. 85. 

P. 25. 

S. 41, P. 85. 

S. 65. 

P. 2. 

S. 4 (3) (v), I 
(15). 


S. 39, P. 70. 

S. 51 (e). 

P. 16. 
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Decluction of income-tax (see Refunds). 

omission to deduct direct 
levy of tax 

Deduction of income-tax from interest on securities 
certificate by Income-tax Officer autborising 
non-deduction, or deduction at lower rate . 

failure to deduct, personal liability 

prosecution 

from salaries ...... 

arrears of tax, deduction of . . . 

failure to deduct, personal liability 
prosecution ...... 

minimum income for deduction 
power to adjust excess or deficiency . 
recovery by other methods, not barred . 
sums deducted, certificate of . . . 

prosecution for failure to furnish 
sums deducted, included in taxable income . 
sums deducted, payment of, to credit of Gov- 
ernment 

sums deducted, treated as tax paid 

credit to be given in assessment of following 
year ....... 

Deduction of super-tax, from dividend payable to 

non-resident 

Deductions from annual value, what admissible 

Deductions, from taxable income, admissible (see 
Allowances, Exemptions). 

Deductions, from taxable income, inadmissible, 
examples of : — 


S. 19, P. 59. 

S. 18 (5), P, 

P. 61. 

S. 18 {7), P. 69. 

S. 51 (a). 

S. 18 (2), P. 25, 66, 60. 
S. 46 (d), P. 91. 

S. 18 (7), P. 59. 

S. 51 (a). 

S. 21 {a), R. 17. 

S. 18 (2), P. 60. 

S. 18 {8). 

S. 18 (9), R. 13, P. 61. 
S. 51 (6). 

S. 18 (4), P. 67. 

S. 18 (6), R. 10-12. 

S. 18 (5), P. 59. 

S. 18 (5), P. 69. 

S. 57 (2), P. 99, 100. 

' S. 9 (7), P. 31, 53. 


amortisation of capital, depreciation for . 

assets, cost of addition, alteration, extension, 

etc. ....... 

bonus to employees ..... 
brokerage on loans (in assessing property) 
capital expenditure ..... 

cesses (in assessing income from mining royal- 
ties) ....... 

cess, rate or tax levied on profits — any sums 
paid on account of . 


P. 46. 

P. 40. 

P. 48-A, 
P. 31. 

P. 40. 

P. 53. 

P. 40. 
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n)edaciions, from taxable income, inadmissible, 
examples of : — contd. 


charity, expenditure on . . . 

• 

P. 40. 

commission, partners .... 

• 

P. 44. 

compensatory local allowance 

• 

P. 22. 

Cutch exchange compensation allowance 

« 

P. 22. 

depreciation, except as allowed in S. 10 {2) 


{vi) 

• 

R. 8, P. 40, 46. 

expenditure not incurred solel}’^ for the pur- 


pose of earning the profits taxed 

• 

P. 40. 

income-tax ..... 

• 

P. 40. 

income-tax and excess profits duty paid 

iu 


England ...... 

* 

P. 53. 

legal charges relating to loans, etc. 

* 

P. 31. 

losses of previous years 


P. 40. 

municipal and local rates (in assessing pro- 


perty) 

• 

P. 31. 

partners’ caiutal, interest on . 

* 

P. 40. 

partners’ drawings, pensions and salaries 

« 

P. 40, 49. 

pensions, .ex-partners’ .... 

• 

P. 40, 49. 

political purposes, expenditure on 

• 

P. 49. 

private or personal expenditure 


S. 11 {2), 12 {2), P. 40. 

rental value of business premises owned by 


djSS6SS6C ••••*• 

. 

P. 40. 

reserve for had debts, or equalisation of 


dividends ..... 


P. 40. 

reserve, insurance .... 

• 

P. 45. 

rolling stock of railways, depreciation on 

* 

P. 46. 

salaries, partners’ .... 

• 

P. 40. 

super-tax .... 

• 

P. 40. 

taxes conditional on earning profits 

• 

P. 53. 

taxes except land revenue and local rates 

or 


municipal taxes on business premises . 

• 

P. 40. 

taxes paid abroad .... 

• 

P. 63. 

wasting assets, depreciation on 


P. 46. 

Default, in making return or producing accounts. 


etc. — 



forfeiture of right of appeal . 

« 

S. 30 (7), Prov., P. 67, 69. 

method of assessment .... 

• 

S. 23 (i). 
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Default, in payment of tax — 

penalty for default 

personal liability in case of failure to deduct 
tax at source ...... 

prosecution for . . .* . 

recovery of tax from defaulter 
Deferred annuity, deduction towards, exempt 
Definitions — 

Agricultural income ..... 

Assesses ....... 

Assistant Commissioner .... 

Business ....... 

Commissioner ...... 

Company 

Firm 

Income-tax officer ..... 

Magistrate 

Partner and partnership .... 

Person . 

Prescribed ....... 

Previous year ...... 

Principal officer ...... 

Provident funds, recognised .... 

Public servant ...... 

Eegistered firm ...... 

Total income ...... 

Unregistered firm ..... 

Demand, notice of ..... . 

prompt issue of . 


S. 46 (7), 91. 

S. 18 {7), P. 59. 

S. .51 (a), P. 59. 

S. 46, P. 91. 

S. 7 (2) Prov., P. 11, 56. 

S. 2 (1), P. 2. 

S. 2 (2), P. 3. 

S. 2 (5). 

S. 2 (4), P. 39. 

S. 2 (5). 

S. 2 (d), P. 4. 

S. 2 (6*-A). 

S. 2 (7). 

S. 2 (S). 

S. 2 (6“-A). 

S. 2 (9), P. 3. 

S. 2 {10). 

S. 2 (11), P. 6. 

S. 2 (72), P. 7. 

S. 58-A. 

S. 2 (13), P. 9. 

S. 2 (77), P. 10. 

S. 2 (75), P. 11. 

S. 2 (16), P. 10. 

S. 29, E. 20, P. 77, 91. 
P. 91. 


Depreciation. (See Allowances, Deductions from 
taxable income.) 

aggregate allowances, not to exceed 
original cost . . . . S. 10 (2) (w), Prov. (o). 

calculated on cost to assessee . P. 46. 
claim to be supported by account . P. 46. 

excess of — over profits may be 
carried forward . , . S. 10 (2) (vi), Prov., (6) 

P. 46. 
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Depreciation— contd. 

rates of ' E. 8. 

to be allowed in full, when profits 
permit P. 46. 

shipping companies . . . P. 88. 

successor to business, deprecia- 
tion, bow calculated . . P. 46. 

Disclosure of information by public servant — 

prosecution for S. 54 (2), P. 97. 

sanction to S. 54 (2), Prov. 

Discontinued business, assessment of . . . S. 25 (i), (2), (3), (4) 

P. 14, 74. 

discontinuance of one busi- 
ness or profession out of 
several — benefit of Sec- 
tion 25 (3) to be allowed P. 74. 

notice of discontinuance . S. 25 (2), P. 74. 

penalty for failure to give 

notice . . . . S. 25 (2). 

appeal against penalty . S. 30 (i), P. 78. 

l^eriod within which claim 
to assessment under Sec- 
tion 25 may be made . P. 74. 

recovery of tax . . . S. 44, P. 74. 

Discpntinued firm or partnership, liability of mem- 
bers . . S. 44, P. 74, 

Dismissal, appeal by Assistant Commissioner or 
Income-tax Officer to Local Govern- 
ment against P. 24. 

District Board, included in “ Local Authorities ” . P. 8. 

Dividend, certificate to be furnished to recipient by 

Principal Officer of Company . . S. 20, P. 63, 92. 

not in proper form, when accepted . P. 63. 
duplicates of certificates when accepted P. 63. 

returns by Principal Officers of Com- 
panies ...... S. 19-A. 

form of certificate . . . . R. 14, P. 63. 

prosecution for failme to furnish . S. 51 (6). 

income-tax on, not payable by share- 
holder S. 14 (2) (o), P. 11. 

refund of ..... S. 48 (7), R. 36-40, P. 92. 
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Dividend — conid. 

super-tax on, payable by sbareliolder . S. 55, P. 98. 

tea-companies, 40 per cent, of, from, to 
be included in sliarebolders’ total 
income B. 24, P. 2. 

Dividing Society, assessment of . - . . . P. 107. ’ 

Documents. (See Evidence.) 

Dominion Government, trade conducted by — 

liability to tax . . P. 5. 

Double income-tax, claim, for relief after period of 

limitation, -wlien admissible S. 50. 

Corporation Profits Tax 
(United Kingdom) not to 
be deducted . . . P. 93. 

relief in case of companies 
assessed separately in India 
but jointly in tlie United 
Kingdom . . . . P. 93. 

relief in case of income taxed 
both in an Indian State and 
Britisli India . . . P. 95. 

relief in case of income taxed 
both in the United Kingdom 
and British India . . S. 49, P. 93, 94. 

method of calculating relief 
in India . . . . P, 93-A. 

Drawings, partners’. (See Deductions from taxable 

income.) 

Education, scholarships granted to meet the cost of, 

exempt P. 17 (<5), 19. 

Electric tramways, rates of depreciation . . B. 8 (5). 

Employers, return of employees to be fmnished by S. 21, B. 15-17, P. 64. 
prosecution for failure to furnish . S. 51 (c). 

Evidence, power of Commissioner, Assistant Com- 
missioner and Income-tax Ofi&cer to 
summon persons and documents, issue 
commissions and take evidence on 
oath S. 37, P. 70, 87. 

power of Income-tax Officer to call on 
assesses to produce . . . . S, 22 {4), 23 {2), P. 61 

70, 87. 
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Evidence — contd. 

failure to produce, forfeiture of right of 

appeal S, 23 {4), P. 70. 

prosecution for failure . . . . S. 61 (d), P. 69. 

Exemptions from income and super-tax — 

agent in British India of Indian Prince or 
State, official allowance paid to . . P. 17 (7). 

agricultural income . . . . . S. 4 (5) {viii), P. 2 

exemption not applicable to income from 
agriculture abroad • . . . S. 2 (7), P. 2. 

agricultural produce, raw, sale of, by culti- 
vator, etc., income from, exempt . . P. 2. 

allowance or perquisite, special . . . S. 4 (3) {vi). 

allowance, Victoria Cross, Military Cross, 

Order of British India, Indian Order of 

Merit P. 17 (5). 

association of individuals share of income of, 

not included in total income of assessee . S. 14 {2) (c). 

British Warrant and Non-Commissioned 
Officers, education of children, free, or 
grants for — rvalue of . . . . P. 17 (34). 

Bua tax, income derived from . . . P. 17 (1. B). 

certificate by Income-tax Officer authorising 
non-deduction . . . . . P. 61. 

casual or non-recurring receipts . . . S. 4 (3) (m), P. 23. 

charitable or religious institutions, income 
from voluntary contributions . . . S. 4 (3) (ii), P. 19. 

charitable or religious purpose, income derived 
from property held for . . . . S. 4 (3) (i), P. 19. 

Colonial Treasury, leave allowance or salary 
drawn from P. 17 (22). 

Colonial Treasury, pensions drawn from . . P. 17 (25). 

Consuls, Representatives and Consular em- 
ployees, foreign, official salaries and fees of P. 17 (7). 

Co-operative Societies, profits of (but not 
interest on securities) . . . . P. 17-A. 

death or injuries, compensation for . . S. 4 (3) (u), 

deferred annuity* — sums deducted by Govern- 
ment from salary to provide . . . S. 7 (7), Prov., P. 11, 

66. 


* Not exempt from super-tax. 
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Exemptions from income and super-tax — conid. 
included in total income .... 
limit of one-sixth of salary .... 
Delhi camp and moving allowance 

District of Angul, persons, other than persons 
in the service of the Government, residing 
in the, income of .... . 

dividend*^' received by shareholder, if company 
taxed ....... 

included in total income .... 

education., scholarship for . ^ . 

educational institution, income of, from fees, 
6 ^ 0 * •••••»» 

' Government securities held by Ruling Chiefs 
and Princes of India, interest on 

Government of India securities, purchased 
through Post Office, interest on 
included in total income .... 


S. 16 {!), P. 11. 
S. 7 (J), Prov." 
P. 22. 


P. 17 {35). 

S. 14 (2) (o). 

S. 16 {!). 

P. 17 (3), 18. 

P. 17 {10). 

P. 17 (d-A), 61-A. 

P. 17-A. 

P. 17-A. 


Government of India securities’^', tax-free, 
interest on ..... . 

included in total income .... 

Governor General may exempt income or 
reduce the rate .or grant relief • 

gratuities granted to Royal Engineer Officers 
of the Survey or Railway Departments and 
Indian Army Officers of the Survey Depart- 
ment ....... 

gratuities granted to surplus Military Assistant 

Surgeons 

gratuities granted to the staff of the Indo- 
European Telegraph Department 
gratuities granted to military officers in lieu 
of additional pension .... 

gratuities paid from Railway Provident Eund . 
gratuities, wound or injury — 
granted to officers and others 

granted to widows, children, etc., of officers 
and others ...... 

Hindu Undivided Family, share of income of, 
not included in total income of member 

not liable to super-tax .... 


S, 8, Pxov., 18 (i). 
S. 16 {!), P. 11. 

S. 60 (2) & (2). 


P. 17 (27). 

P. 17 (23). 

P. 17 {20-k). 

P.17 (2d-B). 

P. 17 {19), 10. 

P. 17 {14). 

P. 17 (25). 

S. 14 (2), P, 11, 64. 
S. 68, 14 (2), P. 64. 


* Not exempt from super-tax. 



S^eemptions from income and super-tas— 

Indian Clinrcli, lump grants made by Govern- 
ment to 

'v Indian Prince or State, agent of, official allow- 
ance paid to, in British India . 

*1, 

Indian State, salary and allowance of officers 
deputed by, for training in British India 

injuries, compensation for . 

injmy gratuities. -(See gratuities, wound, 
above.) 

insurance policy, sum paid in commutation of 

insurance premia, accident and .sickness poli- 
cies ....... 

insurance premia, fixe ..... 

insurance premia," life .... 

abatement may be allowed by persons or 
officers paying salaries .... 

abatement may be allowed if claimed within 
.six months 

included in total income .... 
limit of one-sixth of total income . : 

invalid pensions. (See pensions below.) 

j)remia paid from Provident Fund — rebate 
not admissible ..... 

registered firm — partner — rebate ad- 
missible ...... 

International Labour Office, salaries of Corre- 
spondent and his staff .... 

Jangi Inams ...... 

leave allowance ‘ or salary paid in United 
Kingdom or Colonies .... 

Light-house keepers in the Bed Sea, salaries of 
local authority, income of . 

Mysore Durbar bonds, 1920-21 

partner’s share in the profits of a firm which 
has discontinued business when exempt 

passage money, widows and orphans, contri- 
butions made by an officer to provide 


P. 17 (38). 

P. 17 (i). 

P. 17 (2). 

S. 4 (3) (u), P. 17. 


S. 4 (3) (V). 

P. o6. 

S. 9 (i) {Hi}, 10 (2) (m), 
P. 33, 45. 

S. 15 (1), (2), P. 11, 56. 
P. 56, 60. 

P. 56. 

S. 16 (i), P. 11. 

S. 15 (3). 


P. 56. 

P. 56. 

P. 17 (i3-A). 

P. 17 (6-). 

S. 17 {21), {22), {23). 
P. 17 {26). 

S. 4 (3) {Hi). 

P. 17 (23). 

P. 17- A. 

P. 56. 


“ Xot cxemi)t fi-oui super-tf^x. 


26 


Exemptions from income and super-tax — contd. 

pension, sum paid in commutation of . . S. 4 (5) (^/), 

pensions, drawn in Colonies or United King- 
dom . . . • . . . P. 17 (25). 

pensions. Military, naval or air forces, invalid 
or wound . . . . . . P. 17 (29). ( 

Perquisites, value of, free passage — free tiffin, 

etc., not convertible into money . . P. 22. 

Perquisites — free residences — high officials . P. 17 (36).. 

Post Office cast certificates, 3 deld of . . P. 17 (5).^ 

Post Office, Government securities purchased 
through, interest on . . . . P. 17-A, 

included in total income . . . . P. 17-A. 

Post Office Savings Bank, interest on deposits P. 17 (5), 

Power of Governor-General to exempt income 
or reduce rate . . . . . . S. 60. 

Property held under trust, etc., for religious 

or charitable purposes — interpretation . P. 19. 

Provident Fund, Eailway, gratuity paid from . P. 17 (19), 20.. 

Provident Funds. (See under major head 
“ Provident Funds ”.) 

Eegimental mess or Band Fund, conqmlsory 
payment to P. 17 (4). 

Bent payable but not paid by a tenant of 
an assessee, when exempt . . . P. 17 (37), 34-A. 

Rewards — language examinations . . P. 23. 

Salary, bonus, commission and sums paid in 
lieu of interest, when exempt . . . P. 17-A. 

included in total income . . . . P. 17-A. 

scholarships for education . . . . P. 17 (3), 19*. 

Simla House Rent Allowance , , . P. 22. 

soldier’s pay, compulsory allotments from . P. 56. 

Trade Commissioners in India, salary of . P. 17. 

Trustees, income received by, on behalf of 
recognised provident funds . . . S. 4 (3) ('ix). 

Tuition grants for language examination — 
not treated as rewards . . . . P. 22. 

United Kingdom, leave allowance, salary or 
pensions paid in P. 17 (22). 

University, income of, from fees, etc. . . P. 17 (10). 
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Exemptions from income and super-tax — condd. 

value of rations issued in kind or money 
allowances paid, in lieu thereof, to IVIilitary 
officers P. 17 (dl), 

value of rent-free quarters occupied by, or 
money allowance paid in Heu thereof to. 
officers, etc., of Military, Air, Naval and 
Marine Forces P. 17 (32), 

widows, orphans and old Age Contributory 
Pension Fund, 1925 contributions to . . P. 56. 

wound, gratuities, pensions. (See gratuities, 
pensions, above.) 

Exchange, conversion of profits of sterling com- 
panies . . . . . . P. 50. 

Extent of Act S. 1 (2), P. 1. 

False return by assessee, consequence of (see 

Penalty, Prosecution) . . . . P. 68. 

False statement in declaration, etc., penal oSence . S. 52, P. 68 
Fees — 

Fees (other than retaining fees) paid to 
Government pleaders and Public Prose- 
cutors, not salaries . . • . P. 25. 

Honoraria or fees paid to Government ser- 
vants by local bodies or private persons — 
when chargeable as salary . . . P. 25. 

Income of University or educational institu- 
tion from, exempt . . . . P. 17 (10). 

Professional, paid in India to person ordi- 
narily resident in British India, chargeable S. 11 (3), P, 15. 

“ Salaries ” includes . . • . S. 7 (1). 

Fiduciaries, liability of S. 40, 41, P. 85. 

indemnification of • • . S. 65. 

Fire Insurance Company, assessment of . . R. 28, 29, 32, P. 107. 

premia deduction when 
allowed . . . S. 9 (7) (m), 10 (2) (ey), 

P. 33, 45. 

Firm, change in constitution, liability for tax for 

previous year . . . . . S. 26 (1). P. 75. 

definition of S, 2 (d-A). 

discontinuance of, assessment • - . S. 25, P. 74. 

individual members, power to assess . . S. 23-A. 
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Firm — contd. 

liability of partners for tax . . . S. 44, P. 74, 

notices, how served on . . . . S. G3 (2), P. 104. 

partners in (registered or unregistered), 
proportionate share of profits included in 

indi^ddual total income for income-tax • S. 14 (2) (&), 16 {!), P. 55 . 

tax payable by, on share, only if firm not 
taxed S. 14 (2) (6), P. 10 (2). 

registration of . . . . • . R. 2-6, P, 10. 

5^rm registerefl, definition S. 2 {li), 26-A, P. 10. 

assessment of, to income-tax . P. 55. 

assessment to be made, so far as 
j)ossible on partners . . P. 55. 

admission of minors to the bene- 
fits of a partnership . . P. 10. 

partner entitled to refund on 
his share, when individual in- 
come not taxable at maxi- 
mum rate . . . . S, 48 (2), P. 10 (1), 55, 

72, 92. 

partner entitled to set oil share 
of loss against individual 
income . . . . S. 24 (2), P. 72. 

jjartner in more than one regis- 
tered firm may be allowed 
to set ofi loss in one against 
profits from another . . P. 72. 

rate of tax applicable, maximum Pin. Act, P. 10 {!). 

taxable minimum, not ap- 
plicable .... Pin. Act, P. 10 {!). 

assessment of, to super-tax (not 
liable, partners liable) . . S. 55, P. 10 (7), 98. 

non-resident partners, liability 
of joint partners, for tax on 
share of . . . . S. 57 (7), P. 99. 

such liability limited to tax on 
such share . . . . P. 93, 

change in constitution — total in- 
come of members — ^liow calcula- 
ted , . . . . S. 56 (Prov.). 

insurance premia — ^jiartner entitl- 
ed to rebate for . . . P. 53. 

registration of . . . . S. 26-A, R. 2-6, P. 10. 



Finn, unregistered, definition of . 

« 

assessment of, to income-tax . 

partner, stare of loss cannot 
be set off against individual 
income .... 

rate of tax applicable same 
as in case of individual 

taxable minimum, applicable 

assessment of, to super-tax — 

liable to super-tax 

marginal relief — Section 17 — 
application of — to tbe in- 
come of a partner of 

partner not liable if firm 
taxed .... 

Floatation expenses. (See shares, cost of issuing.) 

Foreign associations, may be declared companies 

Foreign business. (See Business abroad.) 

Foreign Consuls. (See Exemptions.) 

Foreign debentures, interest on, when liable . 

Foreign income. (Sec hlon-residents.) 

agriculture, income from, not 
exempt .... 
business-income, when deemed 
to be received in British India . 
interest on loans advanced in 
Indian States to persons resi- 
dent in British India — when 
not liable .... 
interest on sterling debentures or 
foreign securities, when liable 
owner or charterer of a ship 
residing out of British India — 
liability of . 

professional fees paid outside 
British India to person residing 
in British India, liable . 

salaries paid outside British 
India, when liable 

Forest, income from- — when not liable . 

Forms — 


S. 2 ( 16 ), P. 10. 
P. 64. 


S. 24 ( 2 ), P. 72. 


Pin. Act, P. 10 (1). 
Fin. Act, P. 10 (1). 

S. 55, P. 10 (5). 


P. 58. 

S. 55 Prov., P. 10 (2), 
S. 2 ( 6 ), P. 4. 

P. IG. 

S. 2 (i), P. 2. 

S. 4 ( 2 ). P. 15. 


P. 15. 
P. 16. 


S. 44-A to 44-0. 


S. 11 (3), P. 15. 

S. 7 (2), P. 1, 15, 26. 

P. 2. 


Appeal to Assistant Commissioner against 
assessment ...... 


E. 21. 
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^orms — conid. 

Appeal to Commissioner against enhancement E. 22, 

Application for depreciation allowance . . E. 9. 

Application for refund of tax by resident . E. 36. 

Application for refund of tax by non-resident. E, 36-A. 

return of total income to accompany the 

application E, 37-A. 

Application for registration of firm . . E. 3, 

Assessment form E. 20. 

Certificate of collection of dividends on shares 

bj bankers . . . , . . P. 62. 

Certificate of deduction of tax on interest on 

securities, furnished by banker . . . P. 61. 

Certificate of deduction of tax on interest on 
securities, furnished by person paying in- 
terest E. 13, P. 61. 

Certificate of Income-tax Officer authorising 
non-deduction of tax on interest on secu- 
rities P. 61. 

Certificate of payment of tax on profits of 
a company E. 14, P, 63. 

Certificate of registration of firms . . . E’. 4 (I). 

Demand notice . . , . . . E. 20. 

Depreciation allowance. (See Apj)lication, 
above.) 

Eeturn of employees . . . . . E. 17, P. 64. 

Eeturn of income of Company . . . E. 18, P. 65. 

Eeturn of income of individual, firm or Hindu 

Undivided Family . . . . . E. 19, P. 66. 

Statement of interest deducted from securities E, 12. 

Statement of property . . . . E. 19. 

Free quarters, value of, when taxable . . . P. 22. 

Frontier Agency tracts, included in expression 

“ Dominions of Princes and Chiefs in India ”. P. 1. 

Furniture, depreciation allowance on . . . S. 10 (2) {vi), E. 8 

P. 46. 

replacements may be allowed instead 

of P. 46. 

insurance of „ allowance for . . . .S. 10 (2) {iv), P. 46. 

repairs to, allowance for . . , S. 10 (2) (t;). 
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tSrazette oJ Indi^j notification in, of appointments of 
Commissioner, Assistant Com- 
missioner or Income-tax Officer 
by Central Board of Revenue . S. 5 (5). 
notification in, of exemptions, etc, S. 60. 
notification in, of rules . . S. 69 (4), (5). 

Government loan, premium on redemption of — 

not liable . . . . . . . P. 23, Illustration (4). 

Government, Local (see Local Government). 

Government office, return of employees . . S. 21, E. 15, 17, P. 64. 

Government officer, indemnification of, for acts 

done in good faith . . S, 67, 

Government officers lent to and paid by Indian 
States — 

Leave allowances and pensions liable . . P, 26, 

Salaries when liable . . . . . P. 26. 

Government officers, serving outside British India, 

when liable to tax S. 1 ( 2 ), 7 (?), P. 1, 26. 

Government officers, serving outside India, when 

liable to^tax , • * • . .P. 27, 

Government of India Promissory notes, enfaced for 

payment in England, interest on, liable to tax P. 16, 

Government of India Securities, — 

income-tax pay- 
able on interest 
on, unless issued 
or declared tax- 
free . . . S. 8, P, 28, 

interest on, exempt 
from income-tax 
and super-tax in 

certain cases . (See Exemptions.) 
interest on, super- 
tax payable on, 
including those 
free of income- 

tax . . . S. 8, Prov., 68 (1). 

Government of India Sterling Securities, interest 

on when liable . .• . . . . P, 16. 

Government Trading Taxation Act (HE of 1926) 

Liability to tax under P. 5. 

INCOME-TAX . N 
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Govemor-General, appoints Central Board of 

Kevenne . . . . P. 24 (1). 

appoints Conamissioiiers, sub- 
ject to consideration of re- 
commendation of local Gov- 
ernment . . • . S. 6 (5). 

appointments of Assistant 
Commissioners and Income- 
tax Officers by Commissioner 
subject to control of . . S. 6 (4). 

exercised though Local 

Government . . . P. 24 {2). 

power to declare income exempt 
from tax, reduce rate of tax, 
etc. . . . . . S. 60. 

rule-making power of Central 
Board of Eevenue subject to ' 

control of . . . . S. 69 (1). 

Gratuity, for services rendered not exempt . . P. 23. 

included in term “ SaZaries ” . . S. 7 {!), 

Gratuities. (See Exemptions.) 

Ground-rent. (See Allowances.) 

Guardian, duly appointed or recognised — 

pension of minor orphans paid to. (See 
Pensions of minor orphan.) 

liability of, on behalf of wards . . S. 40, 41, P. 85. 

indemnification of . . . . S. 65. 

may be called on to furnish list of wards S. 38. 

Heads oE income chargeable . . . . S. 6. 

High Court, statement of case on point of law to, 

by Commissioner . . . . S. 66 (1), P. 106. 

statement of case on point of law to, 
by Commissioner on application by 

assesses B. 66 (2), P. 106. 

statement of case on point of law to, 
application to, by an assessee, for 
discretion to Commissioner to make — S. 66 (<3). 

limitation of period . . • • . S. 66 (3), 67- A. 

assessee must have exhausted 
appellate powers . . . S. 66 (2), P. 106. 
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High Coxitt—contd, 

Commissioner cannot withhold 
unless no point of law involv- 
, ed S. 66 (2) (3), P. 106. 

cost at discretion of Court . . S. 66 (d). 

fee to accompany application . . S. 66 {2), P. 106. 

interest may he allowed by Commis- 
sioner on amount refunded . . S. 66 (7), Prov. 

payment of tax not to be postponed pending 
decision of S, 66 (7), P. 91, 106. 

power of Central Board of Eevenue to 
prescribe fee. ..... S. 66 (2), P. 106. 

reference by High Court to Commis- 
sioner . . . ... . . S. 66 (4), P. 106. 

refusal of Commissioner to state a case, 
powers of High Court . . . . S. 66 (3), P. 106. 

withdrawal of application by assessee . S. 66 {2), Prov., P. 106. 

refund of fee S. 66 {2), Prow., P. 106. 

Hindu Undivided Family, assessment of, to income 

tax and super-tax . S. 14 (i), 65, P. 11, 64, 

98. 

Jains, Undivided Fami- 
lies, when not Hindu 
Undivided Families . P. 54. 

Khojas (Cutchi me- 
mons), joint families 
of, not Hindu Undi-^ 
vided Families . . P. 54. 

life insurance premia on 
life of male member or 
his wife, exempt, for 
income-tax . . S. 15 {2), P. 66. 

not exempt, for super- 
tax .. . S. 15 (2), 58 (1). 

members of, not taxable 
on individual share . S. 14 (i), 58 (i), P. 11, 64 

notices to, how addressed S. 63 (2), P. 104. 

partition — assessment 
after .' S. 25-A, P. 64. 

personal earnings of a 
member, when not 
treated as joint family 
property . . . P. 54. 

* n2 
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Hindu Undivided Family — contd. 

share not included in 
total income . . S. 14 (1), 16 (1), 58 {1), 

P. 11, 54. 

“ person ” includes] • S. 2 {9). 

Sikh, Undivided Families 
of when not Idindu Un- 
divided Families . . P. 54. 

Honoraria (See Fees). 

House property (see Property). 

income from dealings in, when 
taxable . . . . • P. 23. 

House rent allowances, wlien liable to tax . . P, 22, 

Idiot, liability of guardian or trustee . . . S. 40, 41, P. 85. 

indemnification of guardian . . S. 65, 

Income, agricultural, exempt . . . . S. 4 (3) {vin), P. 2. 

definition of . . . . . S. 2 (7), P.^2. 

exemption not applicable to income 
from agriculture abroad . ► . S, 2 (J). P,[2. 

agriculture, partly derived from, 

assessment of B. 23, 24, P. 2. 

calculation of, fractions of rupee disregard- 
ed ....... P, 84. 

concealment of, penalty for . . . S. 28 (7). 

escaping assessment, method of assessing S. 34. P. 82. 

rate applicable S. 34, Prov., P. 82. 

foreign when taxable . . . . S. 4 (2), 7 (2), 11 (c 

42, P. 15. 

(See Business abroad — 

Non-residents) 

heads of, chargeable , . . . S. 6, P. 13. 

return of . (See Return of income.) 

return of — 

by company . . , , . S. 22 (7), B, 18, P. ( 

by individual, firm or Hindu Undivid- 
ed Family . . . » . S. 22 (2), B. 19, P. 66, 

total, (See Total Income.) 

Income-tax, calculation of, to nearest anna . . S. 36, P. 84. 

Commissioner of. ' (See Commissioner 
of Income-tax). 
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Income-tax — contd. 

computation of, income-tax and excess 
profits duty paid in United King- 
dom not a permissible deduction . P. 52. 

deduction of. (See Deduction of In- 
come-tax.) 

direct levy of . . . . S. 19, P. 59. 

double, relief in case of income taxed 
both in tbe United Kingdom and in 
India . . . . . . S, 49, P. 93. 

Income-tax Officer, appointment of, by Central 

Board of Eevenue . . S. 5 (<5). 

appointment of, by Commis- 
sioner (to whom subordinate) S. 5 (4), P. 24 (4). 

appointment of, noti^cation of, 
in Gazette of India . . S. 5 (5). 

appointment of, subject to 
control of Governor-General, 
exercised tbrougb Local Gov- 
ernment • . . . S. 5 (4), P, 24 (2). 

definition of . . . . S. 2 {7). 

dismissal of, appeal to Local 
Government . • . P. 24. 

increment of pay — appeal to 
Local Government— against 
order witbbolding — . . P. 24. 

power to allow change of pre- 
vious year “ on conditions S. 2 {11) (a), Prov., P. 6 

power to assess resident on 
profits of non-resident in cer- 
tain cases . . . . S. 42 {2), E. 33, 

power to call on assessee to 
produce accounts or docu- 
ments . . . . S. 22 (4), P. 69, 87. 

bmitation of power . . S. 22 (4), Prov. 

power to call on assessee to pro- 
duce evidence . . . S. 22 (4), 23 (2), P. 70. 

power to call for return of mem- 
bers of firm or Hindu Un- 
divided Family . . . B. 38 {!). 

power to call for return of 
names of beneficiaries . . S. 38 (2). 
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Income-tax Officer — contd. 

power to cancel assessment 
when sufficient cause shown 

power to declare agent of non- 
resident, after notice . 

power to declare principal 
officer of company, etc,, 
after notice 

power to determine basis for 
computation of income 

appeal against decision 

power to enquire about profits 
of branch business 

power to extend time for re- 
turn of income by company 

power to impose penalty for 
concealment of income 

assessee to be heard 

power to impose penalty for 
default in payment 

power to impose penalty for 
failure to distribute profits 
in accordance with terms of 
partnership deed 

power to impose penalty for 
failure to give notice of dis- 
continuance of business 

power to inspect register of de- 
benture holders . 

power to inspect share register 
of Company 

power to issue certificate autho- 
rising non-deduction of tax 
on interest on securities, or 
deduction at lower rate 

power to issue certificate of 
arrears to Collector for re- 
covery .... 

power to make fresh assessment 
when sufficient cause shown 
appeal against refusal to 
make fresh assessment . 

power to rectify mistakes 


S. 27, P. 67. 

S. 43. 

S. 2 {12), P. 7. 

S. 13, Prov., P. 38, 
P. 36. 

S. 64 {4), P. 24 {4). 

S. 22 (i), Prov. 

S. 28 (i), P. 68. 

S. 28 (7), Prov. 

S. 46 (7), P. 91. 

S. 28 (2), P. 68. 

S. 25 (2), P. 74. 

S. 39, P. 70. 

S. 39, P. 70. 

P. 61. 

S. 46 (2), P. 91. 

S. 27, P. 67. 

S. 30 (7), P. 78. 

S. 5(7), P.83. 
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Income-tax OflScer — conoid. 

power to require deduction of 

arrears of tax from salary . S. 46 (5), P. 91. 

power to summon persons and 
documents, issue commis- 
sions and take evidence on 
oatk S. 37, P. 70, 87. 

powers of, to be exercised by 
Assistant Commissioner wben 
so directed by Commissioner S. 5 (4), P. 24. 

proceedings before, are judicial 
proceedings . . . S. 37. 

review. Income-tax officer bas 
no general power of . . S. 35, P. 83. 

Income-tax records, Civil Court not to summon . S. 54 (2), P. 97. 

Increase of assessment on appeal. (See Assessment, 
enhancement of.) 

Indemnification of Government officers for acts 

done in good faith . . . S. 67. 

of persons deducting, retaining or 
paying tax in respect of income 
belonging to another . . S. 65. 

Indemnity, contract of — loss recoverable under, 

inadmissible P. 40. 

Indian Income-tax, meaning of the expression . S. 49 (2) (a). 

rate of tax, meaning of the 

expression . . . . S. 49 {2) (6). 

Indian Order of Merit, allowance attached to, ex- 
empt . . . . . . . P. 17 (5). 

Indian Princes, Agents of, official allowance paid 

to, in British India, 
exempt . . . P. 17 (1). 

Government securities 
held by, in special 
form, interest on, 

exempt . . . P. 17 (6). 

Indian States, Agents of, official allowance paid 

to, in British India, exempt . P. 17 (I). 

British subject in, application of Act 

to . . - - • . S. 7 (2). 

Government servants in, application 
of the Act to . . . . S. 1 (2), 7 (2), P, 1, 26. 
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Jnflian States — contd. 

intezest on loans advanced in, to 
persons resident in Britisli India, 
when not liable . . • • P. 15. 

interest on securities held by — . P. 17 (d-A), 61-4. 

officers deputed by, for training in 
British India, salary and allow- 
ances of, exempt . . • P. 17 (2). 

relief in respect of double taxation . P. 95. 

residents in, payment of refunds 
to . . . . . . P. 61, 92. 

salaries, leave allowances, and pen- 
sions of officers lent to, and paid 
by, when liable . . . • P. 26. 

trade conducted by — liability to tax P. 5. 

Inforoiation, disclosure of, by public servants, pro- 
secution for . . . . S. 54 (1), (2), P. 97. 

power of Commissioner to sanction S. 54 (1). 

disclosure of, to local authorities for- 
bidden P. 97. 

Injury, compensation for, not liable . . . B. 4 (3) (v). 

gratuity, exempted. (See Exemptions.) 't.- 

pensions in respect of, granted to naval, 
military or air forces, exempt . . P. 17 {29). 

Insurance, against loss of profit, premium, when 

an admissible deduction . . . P. 45. 

against loss of rent, premium, when an 
admissible deduction . . . P. 33. 

Company, non-resident, assessment of . P,. 35, P. 87, 107. 

policy, loss recoverable under, inad- 
missible P. 40. 

sum paid in commutation of, ex- 
empt S. 4 (3) (v). 

premia. (See aBowances and exemp- 
tions.) 

premia, abatement on, may be allowed 
if claimed within six months . • P. 56. \ 

premia payable in sterling, rate of con- 
version for purposes of abatement . P. 66. 

premia, private employer may give 
abatement for . . . . P. 56, 60. 
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Insurance— 

Society, Provident, interest on securi- 
ties of, when exempt 

Insurance Company, assessment of . . . 

/ 

power of Central Board of Re- 
venue to make rules for 

Interest on arrear of rent of land, when liable 

on borrowed capital, allowed in assessing 
business ...... 

on deposits in Post Office Savings Bank, 
exempt ...... 

on foreign debentures, when liable . 

on Government securities, held by Indian 
Chiefs and Princes, exempt 

on Government securities purchased 
through Post Office, exempt. 

included in total income . 

on Government of India Promissory Notes 
ei^aced for payment in England, liable 

on Government of India Securities, ex- 
emption from income-tax in certain 
cases. (See Exemptions.) 

on Government of India Securities, in- 
come-tax payable on, unless issued or 
declared tax-free ..... 

on Government of India Securities, super- 
tax payable on, including those free of 
income-tax. ..... 

on Government of India Sterling Secu- 
rities, when liable .... 

on mortgages, allowed in assessing pro- 
perty ....... 

on partner’s capital, when an admissible 
deduction ...... 

on refund of tax overpaid as a result of the 

decision of High Court 

on securities, certificate of deduction of tax 
furnished by banker .... 

on securities, certificate of deduction of tax 
furnished by officer paying interest 


S. 4 (3) (w), P. 20. 

X. 59 (2) (a) (ii), P. 107, 
R. 25—32, 35. 

S. 59 (2) (a) (n). 

P. 2. 

S. 10 (2) (in), P. 44. 

P. 17 (8). 

P. 16. 

P. 17 (S-A), 61-A. 

P. 17-A. 

P. 17-A. 

P. 16. 

S. 8, Prov. (7), P. 28. 

S. 8, 58 (1), P. 28. 

P. 16. 

S. 9 (7) (in), P. 32. 

P. 44. 

S. 66 (7), Prov. 

P. 61. 

S. 18 (9), R. 13, P. 61. 



40 


Interest — contd. 

on securities, certificate of Income-tax 
Officer authorising non-deduction or de- 
duction of tax at a lower rate . . P. 61. 

on securities, deduction of income-tax at 
source, from. (See Deduction of in- 
come-tax.) 

on securities held by Co-operative Socie- 
ties, assessable . . . . . P. 17-A. 

on securities, income-tax on, when payable 

direct . . . . . . S. 19, P. 59. 

on securities issued tax free by Local Gov- 
ernment, tax payable by Local Govern- 
ment S. 8, Prov. (2), P. 28. 

on securities, meaning of. . . . P. 21, R. 19, Note 2. 

on securities of provident fund or Provi- 
dent Insurance Society . . . S. 4 (3) {iv), P. 20. 

on tax-free securities, taken into account 
in determining the total income of 

assessee S. 8, Prov., 16 (I), P. 11. 

on tax-free securities, of Local Govern- 
ment, tax on, paid by Local Govern- ^ 

ment S. 8, Prov. Y2), P. 28. 

Invalid pensions, military, naval or air forces, ex- 
empt P. 17 [29), {30). 

Investment Reserve Fund, of Insurance Company, 

treatment of amounts 

credited to . . R. 30, P. 107, 

Irrecoverable loan, when a permissible deduction P. 41. 

(See Bad debts.) 

Jagirdar — assignment of land revenue to — ^not 

assessable P. 2. 

Judicial proceedings, proceedings before Commis- 
sioner, Assistant Commis- 
sioner and Income-tax 
Officer are . . . S. 37. 

Land Revenue- 

assignment of — ^to Jagirdar not 
assessable . . . . P. 2. 

on business premises, permis- 
sible deduction . . . S. 10 (2) (mi), P. 48, 53. 

Leave allowances, paid in United Kingdom, when 

liable. (See Exemptions) . P. 27. 



Legacies, lump sums exempt . . • . P. 23, Illustration (6). 

Legal charges, when inadmissible in assessing~pro- 

perty P. 31. 

Life Insurance Companies (see Insurance Com- 
panies, Insurance 
Society, Provident).^ 


Life Insurance Premia (see Insurance Premia). 

exemption of . . , 

claim to, evidence requir- 
ed • . • . 

procedure when receipts 
produced subsequently. 

deduction may be made 
by person paying salary 
(or claimed in assessee’s 
return) 

exemption in case of Hindu 
Undivided Family . 

included in total income for 
income-tax 

limit of l-6th of total in- 
come . . . . 

limitation, computation of 
period . . . . 

responsibility of of&cer de- 
ducting tax at the source 

super-tax, not exempt from 
Limitation on proceedings to recover tax 


S. 15 (I), 58, P. 11, 66, 
P. 56. 

P. 66. 


P. 66. 

S. 15 (2), P. 56. 

S. 16 (I), (2), 16 (IX 

P. 11. 

S. 15 (S), P. 11. 

P. 106-A. 

P. 66. 

S. 15 (I), 58, P. 66. 

S. 46 (7), P. 91. 


inapplicable in case of non-resident . . S. 42 (I), Prov., P. 91. 

Loans — ^irrecoverable. (See Bad debts.) 


Local Authority, established by Governor-General 
in Council, income paid by, to 
British subject or servant of 
His Majesty in any part of 
India, liable . . . . S. 7 (2), P. 1, 15, 26. 

return of employees by . . S. 21, R. 17, P. 64. 

failure to furnish, prosecution 
for S. 51 (c). 

Assistant Commissioner’s sanc- 
tion required . . . S. 53 (I). 
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XiOCal Authorities, definition of . . • . P. 8. 

income of, exempt . . . S, 4 (3) (m), 

' information regarding assess- 

^ ments not to be furnished to . P. 97. 

Local Government, agency rules regulating control 

of, over income-tax matters . P, 24 (2). 

appeal to, by Assi.stant Com- 
missioner or Income-tax 
Officer, against order of dis- 
missal . . • . P. 24. 

may direct that income-tax 
should be recovered with 
municipal tax or local rate, 
etc. . . . . . S. 46 (d). 

recommendation of, to be con- 
sidered in appointing Com- 
missioner . . . . S. 5 (3). 

security issued tax-free by, in- 
terest on, income-tax payable 
by Local Government . . S. 8, Prov. (2). 

Local rates, deduction inadmissible in assessing 

property S. 9 (i) P. 31, 53. 

on business premises, deduction per- 
missible . . . . . S. 10 (2) (vm), P. 48, 63. 

Loss of profit, insurance against premia when an 

admissible deduction . . . P. 45. 

Loss of rent, insurance against, premia when an 

admissible deduction . . . P. 33. 

Loss recoverable under insurance, inadmissible . P. 40. 

Loss, set-ofi of, under one head of income against 

another head . . . . . S. 24 (1), P. 72. 

in case of registered firm . . . . S. 24 (2), P. 72. 

loss under property inadmissible . /• . . P. 36. 

where assessee is partner in more registered 
firms than one . . . . . P. 72. 

Losses, previous years’ deduction inadmissible • P. 40. 

Lottery, pri^e in, not taxable . . . . P. 23, Illustration (2), 

Lunatic, liability of guardian or trustee . . S. 40, 41, P. 85. 

indemnification of guardian . . . S. 6^. 

Machinery and Plant. (See Depreciation.) 

Magistrate, defined S. 2 (3). 
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Marginal relief . 


Ilow to be calculated in conjunc- 
tion with deductions allowed 
under Section 16 . . . 

Super-tax, in respect of 
unregistered firms — partner of 
Marine Insurance. (See Insurance Companies.) 
Married women, separately assessable . 

Medical relief, included in “ Charitable purpose ” . 
Mercantile basis of accountancy .... 
Military Cross, allowance attached to, exempt 

Military forces, wound or injury pensions. (See 
Exemptions.) 

Minors, liability of guardians for ... 
indemnification of guardians . 

admission to the benefits of a partnership. 
Legality of ..... 

claim to refund in respect of his share in a 
partnership on behalf of . . . 

claim to set ofi losses on behalf of . 


Money-Ienj^ 


g business, irrecoverable loan, admis- 
sible deduction . 


Motor insurance. (See Insurance Companies.) 

Mudibhagidars— payments to. (See Deductions 
from taxable income inadmis- 
sible — partners' capital, interest 
on.) 

Municipalities, included in “ Local authorities ” 


S. 17, P. 58. 


P. 68. 

P. 17-B. 

P. 58. 

P. 103. 

S. 4 (3) ad fin. 
P. 13, 37. 

P. 17 (5). 


S. 40, 41, P. 85. 
S. 65. 

P. 10. 

P. 92. 

P. 72. 

P. 41. 


P. 8. 


Municipal taxes, deduction inadmissible in assess- 
ing property . . . . S. 9 (I) {v), P. 31, 63, 

on busmess premises, deduction 
admissible in assessing busi- 
ness S. 10 (2) (vm), P. 48, 63. 


Mutual Benefit Societies, subscriptions to, when 

treated as borrowed capital . . . . S. 10 (2) (Hi), E^lana- 

tion, P. 44, 

Mysore Durbar. (See Exemptions.) 

Naval forces, wound or injury pensions. (See Ex- 
emptions.) 

New businesses, assessment of .... P. 73. 
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Non-residents, agent of, assessable 

agent of, decision of Income-tax 
Officer to treat a person as, re- 
vision petition to Commissioner 
before assessment 

application of Act to, British sub- 
jects and persons in service of 
Government or local authority in 
dominions of Princes and Chiefs 
in India ..... 

arrears when recoverable from assets 
of ' . 

no limitation on recovery 

business connection in British India, . 
assessment of profits and gains of 
non-residents from 

casual agents of non-residents 

consignment business 

dividing societies, income how cal- 
culated 

foreign subjects — ^refunds not ad- 
missible ..... 

income accruing or arising or deemed 
to accrue or arise in British India 
to, taxable .... 

income of, other than income from 
business ..... 

Indian agents of non-resident firms 

Indian branches of non-resident 
firms ... 

Indian firms allied to non-resident 
firms ..... 

insurance companies, Indian branch- 
es of . 


S. 42, 43, P. 86, 87. 


P. 87 (4). 


S. 1 (3), 7 (2), P. I, 26. 

S. 42 (i), Prov., P. 91. 

P. 91. 

S. 42 (7), (2), E. 33, 34, 
P. 15, 86, 87. 

P. 87 (4). 

P. 87 (5). 

E. 31. 

S. 48 (d), P. 9^ 

S. 4 (7), P. 15. 

P. 86. 

P. 87 (3), (4). 

P. 87 (7), E. 33. 

P. 87 (2). 

E. 35, P. 87 (7), 107. 


interest on loans advanced in Indian 
states to persons resident in 
British India, when not liable . P. 15. 

notices, service by post, legality of . P. 87. 

powers of Central Board of Eevenue 
to make rules regarding assessment 
of S. 59 (2) (a) (m). 
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Non-residents — contd. 

profits from business connexion, 
when deemed to arise in British 

India S. 42 {!), R. 33, B. 15, 87. 

profits from sale of merchandise 
exported to and sold in British 
India, taxable — ^whether received 
in British India or not . . S. 42 (5), P, 87. 

salaries of British subjects or ser- 
vants of His Majesty paid in India 
. but outside British India, when 
chargeable . . . - S. 7 {2), P, 1, 16, 26. 

shipping companies, Indian branches 
of R. 33, P, 87 {!). 

shipping, occasional — 

liability to tax of . . . S. 44 (a). 

owner or charterer when to be 
deemed to carry on business 
in British India . . . P. 90. 

port clearance not to be granted 
untn tax paid . . . S. 44-B. 

profits and gains how to be de- 
termined . . . . S. 44-B. 

super-tax. non-resident partner of 
registered firm, liability of resi- 
dent partners . . . . S. 57 {!), P. 99. 

shareholder, resident abroad, liabi- 
lity of principal officer of company 
to deduct super-tax from divi- 
dends due to . . . . S. 57 [2), P. 99. 

tax paid for non-resident, credit 
to be given for, in assessing agent S. 57 (5), P. 99. 

taxes paid in other countries, in- 
admissible deduction . . . P. 52. 

Notice o£ demand S. 29, R. 20, P. 77. 

Notices, service of S. 63, P. 104. 

Obsolescence. (See Allowances.) 

Offences (see Prosecution.) 

power of Assistant Commissioner to com- 
pound S. 53 (2), P. 67, 96. 

Officer(s) [see Government Officer(s).] 
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Official trustee, liability of, for tax . 

indemnification of . . . 

Order of British India, allowance attached to, 

exempt .... 

Orphan, minor — Pension of. (See Pensions of 
minor orphan.) 

Other sources (see Allowances, Deductions from 
taxable income, Exemptions). 

assessment of income from 

examination fees included under 

income of lessee from lease-hold 
propert}'-, assessable under . 

language rewards included under 

vacant lands, rentals of, taxable 
under . . . . . 


S. 41, P. 85. 
S. 65. 

P. 17 (5). 


S. 12 (i), P. 29. 
P. 25. 

P. 29. 

P. 25. 

P. 29. 


owner or charterer of a ship residing 
out of British India, liability of . 

Paid,” meaning of 

Partners (see Allowances, Deductions from tax- 
able income, Firms). 

definition of ‘ partner ’ and ‘ partner- 
ship ’ 

Penalty (see Prosecution). 

imposition of, in the course of proceedings 
under section 34 .... 

Penalty for concealment of income 

notice to assesses before imposition 
prosecution on same facts, barred 
Penalty for default, Income-tax officer may impose. 

recovery of . . . 

limitation on amoimt . 
power to enhance 

Penalty for failure to deduct tax, personal liability 

J’enalty for failure to give notice of discontinuance 
of business ...... 

Penalty for improper distribution of profits . 

notice to assessee before imposition 

prosecution on same fact, barred . 

Pension, included in “ salaries ” . 


S. 44- A to 44-C. 
S. 10 (3), P. 37. 


S. 2 (6‘-A). 


i} 


P. 68. 

S. 28 (I), P. 67, 68. 
S. 28 (3). 

S. 28 (4), P. 68. 

S. 46 (1), P. 91. 

S. 47 ,P. 91. 

S. 46 (l-A.) 

S. 46 {1-A.) 

S. 18 {7), P. 59. 

S. 25 (2), P. 74. 

S. 28 {2), P. 67, 68. 
S. 28 (3). 

S. 28 (4), P. 68. 

S. 7 (4), P. 25. 
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5 Pensions (see “Allowances,” “Deductions from 
' taxable income,” “ Exemptions ”). 

Pensions of minor orphan, paid to his mother or 
guardian not to be included in the taxable 
income of the mother or guardian . . P. 103. 

Pensions of officers lent to Indian States, liable . P. 26. 

Pensions paid in United Kingdom, when liable . P. 27 (See Exemptions). 

Permanent settlement, question whether this ex- 
empts from tax non-agricultural income from 
permanently settled land . . . . P. 2. 

Perquisites, included in “ salaries ” . . . S. 7 (1), P. 25. 

or benefits, not convertible into money, 
when exempt . . . . P. 22- 

rent-free furnished quarters, value 
not to be split into component 
parts . . . . . . P. 22. 

special, for specific purpose, when 
exempt S. 4 (5) (m), P. 22. 

Person ” defined ...... P. 3. 

Person, includes Hindu Undivided Family . . S. 2 { 9 ). 

Personal e^^nses, deduction inadmissible • . P. 40. 

Place of assessment S. 64 (2), (2), (3), P. 105^ 

Plant (see “ depreciation,” “ repairs ” rmder 
“ Allowances in assessing business ”). 

Plant, includes shafts, sidings and tramways in coal 

mines ....... P. 46. 

Poor, relief of, included in “ charitable purposes ” . ' S. 4 (3) ad fin. 

“ Post ” means “ Registered post ” . . . P. 104. 

Post, notices may be served by . . • . P. 104. 

Post Office, Cash Certificates (see Exemptions). 

Government securities purchased 
. through (see Exemptions). 

Savings Bank (see Exemptions). 

Postponement of collection (see Recovery of tax). 

Premium for settlement of waste lands, etc., not 

liable . . . . • . P. 2. 

for transfer of holdings, liable • . P. 2. 

insurance (see Allowances, Exemptions, 

Insurance). 

on issue of shares, not liable . 


. P.51. 
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Premium — contd. 

on redemption of Government loan not 
taxa'ble • « * »P, 23 j Illustration (4^. 

“ Prescribed, ” meaning of S. 2 [10). 

Presents, expenditure on, inadmissible as a deduc- 
tion 40. 

“ Previous publication,” meaning of . . . P, 101. 

Previous year,” defined S. 2 {11), P. 6. 

assessee’s option in regard to . S, 2 (iJ) {a), P. 6. 

restriction on . . . S. 2 (Jf2) (a), Prov., P. 6. 

difierent years adopted for differ- 
ent sections or classes of busi- 
ness . . . . . P. fi. 

power of Central -Board of 
Eevenue to declare . . S. 2 {11) {b), P. 6. 

delegation of power to Com- 
missioners . . . P. 6. 

extent of delegation . . P. 6. 

power of Income-tax Officer in 
regard to change of . . S. 2 {11) (g).^jov., P. 6. 

temporary change of . . P. 6. 

•“ Principal Officer ” of company, etc., defined . S. 2 {12), P. 7. 

certificate of payment of tax 
on profits to be furnished 

by • . . . . S. 20, R. 14, P. 63, 92. 

submission of returns of pay- 

ments of dividend to share- 
holders . . . . S. 19-A. 

prosecution for failure to 

furnish . . . S. 61 (6). 

return of employees by . S. 21, R. 16, P. 64. 

prosecution for failure to 
furnish . . . S. 61 (c). 

return of income by . . S. 22 {!), R. 18, P. 65. 

failure to furnish, prosecu- 
tion for. . . . S. 61 (c), P. 66, 67. 

forfeiture of right of appeal. S. 30 {!), Prov., P. 67. 

power of Income-tax Officer ' 
to extend time for . . S. 22 (2), Prov. 

Principal place of business, determination of . S. 64 {!), {2), {3), P. 105. 
Private employer, deduction of tax by, from salaries S. 18 {2), P. 25, 60. 
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Professional earnings, assessment of . . . S. 11 (i), p, 37. 

expenditure allowable . S. 11 (2), P, 53. 

personal expenditure, not 
allowable . . . S. 11 (2), Deductions 57 A. 

Professional fees, paid outside British India, when 

liable S. 11 (3), P. 15. 

Profits, book, when included in income . . P. 37. 

Promissory Notes, Government of India, enfaced 

for payment in England, interest on, liable . P. 16. 

Property, assessment of (see Allowances in assess- 
ing property) S. 9 (i). 

no set-off of loss under, allowed . S. 9 (7), Prov., P. 36. 

allowances in assessing, method of cal- 
culating P. 31. 

annual value defined . . . . S. 9 (2), P. 30. 

differs from actual rent . . . P. 30. 

limit of 10 per cent, of “ Total 
income ” S. 9 (2), P. 30. 

total income ” defined . . P. 30. 

ess premises, not included in . . P. 29. 

collection charges, maximum . . . S. 9 (7) [vi), K, 7, P. 34. 

reduction in case of vacancies . . S. 9 (7) {vii), P. 35. 

deduction allowed for unrealised rents . P. 17 {37), 34-A. 

evidence required to support claim for 
allowances . . . . . P. 32, 34. 

lands not attached to buildings, not 
included under . . . . P. 29. 

. lease-hold property, lessee’s income from, 

chargeable imder “ other sources ” . P. 29. 

legal expenses incurred ,ih recovering 
rents, allowance for . . . . P. 34. 

loss of rent, insurance premia, when 

allowed . . . . . . P. 33. 

unrealised rents, allowance for . . P. 17 {37), 34-A. 

vacancies, allowance for - . . S. 9 (7) {vii), P. 35. 

claims only admissible in respect of 
property usually let . . • P. 36. 

'Vacant lands, rent of, taxable under 

“ other sources ” . . . . P. 29. 
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Proprietors (see references to “ Partners ” under 
“ Allowances,” “ Deductions from taxable in- 
come,” inadmissible, “ Firms ”), 

Prosecution for disclosure of information by public 

servant • . . . . S. 64 (2), P. 9, 97. 

Commissioner’s sanction required S. 54 (2), Prov. 
exceptions • . . . S. 64 (2), Prov. 

for failure to deduct tax or arrears of 
tax . . . . . . S. 51 (a). 


for failure to furnish certificate of de- 
duction of tax from salaries or in- 
terest . . . . , . S. 61 (&). 

for failure to furnish certificate of pay- 
ment of tax on the profits of com- 
pany . . . . . . S. 51 (6). 

for failure to grant inspection of re- 
gister of members of company, etc. . S. 51 (c). 

for failure to make return of employees S. 61 (c). 

for failure to make return of income . S. 51 (c), P. 67. 

for failure to make return of members 
of firm or Hindu Undivided Family. S. 51 (c). 

for failure to make return of names 
and addresses of beneficiaries . . S. 61 (c). 

for failure to produce accounts or docu- 
ments . . . . . . S. 51 {d), P. 69. 

for false statement . . . . S. 62, P. 68, 78. 


Assistant Commissioner to direct 
prosecutions as above (S. 61 and 
52) 

stay of, by Assistant Commissioner 

Provident Funds— 

accumulated balance of . 
contributions to , 

included in total income 
limit of one-sixth of total income, 
exemptions, scope of .... 
interest on securities of ... . 

private contributions to, by employers, 
when admissible ..... 

eligible for refund .... 
exemptions do not apply'to 


S. 63 (J), P. 68, 96. 
S. 63 (2), P. 96. 


S. 4 (5) (v), P. 20. 

S. 16 (1). 

S. 16 (i), P. 11. 

S. 15 (3). 

S. 4 (3) (iv), P. 20, 21. 
S. 4 (3) (w), P. 20. 

P. 49. 

P. 3. 

P. 20. 
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Provident Funds — contd. 

not to be directly assessed to income- 
tax or super-tax . . . . P. 3. 

• Eailway, gratuity paid from, exempt from 

income-tax P. 17 {19), 20. 

Becognisedj according or witbdra'wal of 

recognition . . . . S. 58-B, P. 20-B. 

accounts of . . . . S. 58-1, 58-J, P. 20-G. 

accumulated balance of, pay- 
ment to employees disconti- 
nuing participation . . S. 58-C {1) q k h, P, 20-0. 

accumulated subscriptions of 
fund transferred by employer 
to trustee, treatment of . S. 68-K, P, 20-H, 
conditions of recognition . . S. 58-0, 58-D, P. 20-0. 

deduction of tax at source . S. 68-H. 
definition . . . . S. 58-A. 

forfeitures in . . . . S. 58-0, (1) (d), P. 20-0. 

funds, investment of . . P. 20-0, 

income received by trustees on 
^ behalf of .... S, 4r(3)(M;). 

income-tax concessions . . P. 20-A. 

interest on investments of . S. 58-F, P. 20-E. 

principal place of business out- 
side British India . . . S. 58-0, (I) (a), P. 20-D. 

salary, interpretation, for pur- 

poses of .... S. 58-F, (i), P. 20-F. 

securities in . . . . P. 20-0. 

Public Servant, definition of . . . . S. 2 {13), P. 9. 

disclosure of information by, pro- 
secution . . . . . S. 54 (2), P. 9, 97. 

indemnification of, for act done in 
good faith . . . . S. 70. 

Public utility, objects of, included in “ Oharitable 

purposes ” . . . . . . . S. 4 (3) ad fin. 

Railway administration, instructions for obtaining 

information from . . . • .P.70. 

Railway books, power of income-tax authorities to 

call for . . . * . S. 37, P. 70. 

Railway Provident Fund (see Exemptions). 

Railways, assessment of, allowances . . . P. 18, 46. 
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Hailways — contd. 

renewal charges admissible . . . P. 18, <16. 

rolling stock, depreciation on, inadmis- 
sible . . . . . . P, dG. 

interest guaranteed by Secretary of State 

and payable in England — not liable . P. 15, 

Rate of Exchange, commrsion of sterling profits . P. 50. 

Bate of tax, Indian, meaning of . . . . S. 49 {2) {b). 

Kates of tax Pin. Act. 

power of Governor General to reduce . S. GO, P. 17, 17-A. 


Rations 

issued in kind, value of, to Military officers, 

exempt P. 17 {31). 

money allowances paid in lieu of, exempt 17 {31). 


Receipt to be granted for tax paid 

Receipts, casual, when exempt . . . . 

examples . . . . , 

Receiver, liability of, to pay tax 

indemnification of ... . 

Receiver of rent in kind, sale of produce by, income 

from, exempt 

Records, income-tax. Civil Court not to call for 


S. G2. 

S. 4 (d) (wi), P. 23. 
P. 23. 

S. 41, P, 85. 


S. GD, 

P. 2. 

S. 54 {!). 


V** i 


\ 


15 ' 


Recovery of penalties S, 47, P. 91. 

Recovery of tax, arrears of tax . . . . S. 46, P. 91. 

deduction of, from salary . . S. 4G (d), P. 91. 

deduction at source no bur to other 
methods of . . , . S. 18 {8). 

limitation for . . . . S. 42 (1), Prov., S. 46 (7) 

inapplicable in case of non-resi- 

<ient S. 42 (i), Prov., P. 91. 

non-resident, recovery from 
assets S. 42 (7). 

non-resident shareholders, super- 
tax, liability of principal officer 
of company . . . . S. 57 (2), P. 99. 

non-resident, super-tax liability 
of fellow partners in registered 

film S. 57 (7), P. 99. 

penalty for default . . . S. 46 (7). 
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Recovery of tax — contd. 

promptitude in, importance of 

suspension of, pending appeal, 
discretional .... 

pending statement to High 
Court, forbidden . 

tax, when payable 
Rectification of mistakes . 

assesses to be beard when assessment enbanc 

ed ..... a • 

evidence — fresh not admissible 
review, no general power of . 

Redemption of Government loan, premium on, not 
liable ....... 

Reference to High Court (see High Court). 

refund of fee deposited by applicant for refer- 
ence to High Court ..... 

Reference to Board of Referees .... 

Refund, m^^cation for 

..^PEdtation 

personal presentation unnecessary 
to Foreign subjects — ^inadmissible . 
to non-residents — total income 
to owner of security .... 

in Indian States .... 
to partner in registered firm . 

to person assessed on salary . 

residents of, Indian States, where pay- 
able ....... 

to shareholder in company 

when amount of dividends distributed 
exceed total profits of a company, 
how calculated .... 

Refunds, limitation ...... 

partially-taxed profits of companies — 

dividends paid out of . 


P. 91. 

S. 45, Prov., P. 91. 

S. 66 {7), P. 91. 

S. 45, P. 91. 

S. 35, P. 83. 

S. 36, Prov. 

P. 83. 

P. 83. 

P. 23, Illustration {4). 


S. 66 [2), Prov. 

S. 33-A. 

R. 36-40, P. 92. 

S. 60, P. 92. 

R. 40, P. 92. 

S. 48 (d), P. 92. 

S. 48 (4), P. 92. 

S. 48 {3), R. 37, 38, P. 11, 
59, 61, 92. 

P. 61. 

S. 48, {2), P. 10, 11, 56 
72, 92. 

S. 48 (3), P. 69. 

P. 61, 92. 

S. 48, {!), R. 37, 38 
P. 11, 63, 92. 


P. 92. 

S. 50, P. 92. 

P. 2. 



54 : 


Eefunds--cowi<?. 

tax free securities — dividends paid by 
company from interest on . . . P. 92, 

to be obviated . . . . . P. 55, 59, 61, 92. 

Regimental Mess or Band Fund, compulsory sub- 
scriptions to, exempt . . . . . P. 17 [4). 

Registered Firm (see Firm, Registered). 

Relief (see “ Allowances,” “ Deductions from tax- 
able income,” “ Double income-tax,” “ Ex- 
emptions 

Relief, marginal S. 17, P. 68, 

medical, included in cbaritable purposes . S. 4 (5) ad fin, 

of poor, included in charitable purposes . S. 4 (3) ad fin. 

Religious or charitable institutions, purposes and 
trusts (see “ Exemptions,” “ Charitable insti- 
tutions, purposes and trusts ”). 

Rent (see “ Allowances, in assessing business ”), 

Rental value (see “ Property, annual value ”). 

Rental value, of . business premises, inadmissible 

deduction P. 40. 

Rent-free residences, furnished, not to be split in- 
to component parts . . P. 22. 

value of, when taxable . P. 22. 

Rent- (ground). (See “ Allowances in assessing pro- 
perty ”,) 

Rent-in-kind, sale of raw produce by receiver of, 

exempt P. 2. 

Rents and Royalties, mining, assessment of in- 
come from, cesses not ad- 
missible deduction . . P. 63. 

Requisition (see Notices). 

Reserves, for bad debts, equalisation of dividends, 
insurance, pension, provident funds, 
superannuation funds, sums placed to, 
inadmissible deduction . . . P. 40, 45, 49, 

for loss on, or depreciation of securities, 
etc., sum placed to by Insurance Com- 
pany, admissible deduction . . E. 30. 

for unexpired risks, or outstanding lia- 
bilities, sum placed to by Insurance 
company, treated as expenditure . R. 20, P. 107. 
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Eeturn, of employees 

prosecution for failure to furnisli . 
to wiiom to be made .... 
Return of Income — 

Appeal against refusal to make 
hy person other than company . 
by principal officer of company . 

Failure to furnish, basis of assessment . 

cancellation and reassessment when cause 
shown ...... 

forfeiture of right of appeal 


S. 21, R. 15-17, P. 64 
S. 51 (c). 

P. 64 

S. 30 (f ), P. 67, 68. 

S. 22 (2), R. 19, P. 66. 

S. 22 (1), R. 18, P. 66. 

S. 23 (4). 

S. 27, P. 67. 

S. 30 (1), Trov., P. 67, 
76. 


penalty for ..... . 

prosecution for ..... 
False return, penalty for . 
prosecution for ..... 

prosecution and penalty on same facts 
barred ...... 

sanction of Assistant Commissioner of In- 
^;;^'%^-ta± for prosecution 

Im^^^iiWnce of obtaining .... 

Obligatory on Income-tax Officer to call for . 
Revised ....... 

when not valid ..... 


S. 23 (4), P. 69, 70. 
S. 52, P. 68, 78. 

S. 28, P. 67, 68. 

S. 52, P. 68, 78. 


S. 28 (i), Prov. 2, P. 68. 

S. 53 (4), P. 68. 

P. 67, 68. 

S. 22 (2), P. 67. 

S. 22 (6). 

P. 66. 


Returns, assessee himself or a duly authorized per- 
son must sign 

income-tax officials should assist assessee 
to fill up 

Review, Commissioner’s powers of . . . 

assessee’s right to be heard . 
limitation ...... 

Commissioner’s power to order further 
enquiry by subordinate officer 

Commissioner’s power to reduce part- 
ners’ assessment when firm’s assess- 
ment is reduced ..... 

Income-tax Officer has not general power 
of 

Rewards, language examinations — ^when exempt . 

Rules, power of Central Board of Revenue to make 


P. 71. 

P. 67. 

S. 33, P. 24 (2), 81. 
S. 33 (2), Prov. 

P. 81. 

S. 33 (2), P. 81. 

P. 81. 

S. 35, P. 83. 

P. 25. 

S. 59, P. 24 (4), 101. 
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Salamis (premium for recognition- of transfer of 

holding), not exempt P. 2. 

Salaries (see “ deduction of income-tax,” “ exemp- 
tions,” “ refunds ”). 

definition of . • • . . . S. 7 ( 1 ), P. 22, 26. 

earned outside India, when taxable . . P. 26, 

examination fees, when not taxable under P. 26, 

Government pleaders’ fees (other than 
retaining fees) not taxable under . , P. 25. 

income from, included in income of year 
in which received , . . . P, 25. 

language rewards, when not taxable 
under • . . . . . P. 26. 

of officers lent to and paid by Indian 
States when liable . . . . P. 26. 

paid annually — ^method of taxation . . P. 67. 

paid in United Kingdom when exempt . P. 27. 

paid outside British India, in India when 
liable vS. 7 (2), P. 1, 26. - 

partnet’e not admissible deduction . . P.40. 

Provident Bund (private), payments to 
employees on retirement from, when 
not taxable at source . . . . P. 25. 

Provident Funds, recognised, interpreta- 
tion of — ^for purposes of . . . S. 58-F (I), P. 20-F. 

Sterling overseas pay drawn in the 
United Kingdom, when taxable • . P. 59. 

withheld under Court’s order, taxable . P. 26. 

Scholarships, exempt (see “ Exemptions ”) . . P. 17 (3), 18. 

Securities (see “ Deduction of income-tax,” “ ex- 
emptions,” “ interest,” ” refunds ”). 

appreciation of, treated as income to 
Insurance company , . . . R. 30. 

certificate by Income-tax Officer author- 
ising non-deduction, or deduction at 
lower rate . . . . . P. 61. 

depreciation or loss on . . . P. 46. 

sums placed to reserve for or written 
ofi by Insurance company, ad- 
missible deductions . . . R. 30. 
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Securities— coTxftZ. 

interest on loan for purchase of, per- 
missible deduction, when . . . P. 28. 

interest on tax free, included in total in- 
come S. 16 (i), P. 28. 

meaning of) ..... P.21,28. 


Securities and shares, forming part of capital, 

appreciation or depre- 
ciation of, not taken 
into account in calculat- 
ing income 

profit on sale of, for min g 
part of reserve, not tax- 
able . . . . 

profits of speculation in, 
taxable . . . . 


Set-off. 


Co-operative Societies, loss 
under any head of income 
that is exempt from tax 
against any head of income 
that is not so exempt 

aation in excess of profits, how to 
j be adjusted 

of interest on loan, against income from 
taxable and tax-free securities . 

. of loss in business — ^income from dividends 


I 



of loss under one head of income against 
profit under another .... 
property no set-off, of loss under 

securities or shares — ^interest on borrowed 
money invested in — excess of over inter- 
est or dividend received — other taxable 
income ...... 


P. 46. 

P. 46. 

P. 46. 

P. 17-A. 

P. 46. 

P. 28. 

P. 46. 

S. 24, P. 72. 

S. 9 ( 1 ), Prov., P. 36. 

P. 72. 


Set-off o£ tax, as alternative to refund, to persons 

assessed on salaries, and owners of securities . P. 59, 61, 92. 

Sh^s in mines, depreciation on . . . . P. 46. 

Shareholder (see Dividend). 

Shares, cost ' of issuing, not admissible as business 

exj)ense P. 51. 

'' premia on issue of, not liable to tax . . P. 51. 

Shares and securities (see Speculation). 

Shipping companies, assessment of . . . S. 42 (1), R. 33, P. 87 (i)- 
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Shipping Companies — conUl. 


British — assessment of . 

P. 89. 

depreciation ..... 

P. 88. 

Shipping, occasional — 

liability to tax of ..... 

S. 44-A. 

owner or charterer when to be deemed to 

carry on business in British India 

P. 90. 

port clearance not to be granted until tax 

paid ....... 

S. 44-B. 

Profits and gains how to be determined 

S. 44-B. 

Sidings in Mines, depreciation on ... 

P. 46. 

Societes anonymes 

P. 4. 

Speculation, in house property, profits assessable . 

P. 23, Illustration7l). 

in shares and securities, profits assess- 

able ...... 

P. 46. 

Statement o£ case (see High Court). 

Stay of prosecution by Assistant Commissioner 

S. 53j(2),«P.f96. 

Stay of recovery of tax (see “ Recovery of tax, sus- 

pension of ”). 


Sterling Companies, profits of, conversion method . 

P. 50. 

Sterling debentures, interest on, when liable 

P. 16. 

Sterling securities, Government of India, interest 

on, when liable ...... 

P. 16. . 

Succession to business 

S. 26, P. 74, 75. 

Sugar, manufacture of, profits of, taxable 

P. 2. 

Superannuation Funds, employers, contributions to. 

when an admissible deduction . 

P. 49. 

Superannuation Reserves, sums placed to, when an 

admissible deduction ..... 

P. 49. 


Super-tax, allowances admissible for super-tax (see 
Allowances). 

chargeable on income of individual, 

Hindu Undivided Family, company, 
unregistered firm or other association, 
not being a registered firm . . S. 55, P. 10, 11, 98. 

companies, taxable at flat rate . . Fin. Act, P. 98. 

exemptions from income-tax applicable 
to super-tax (see Exemptions). 

exemptions from income-tax inappli- 
cable to super-tax (see Exemptions). 

firms, registered, not liable 


S. 55, P. 10 (2), 98. 



69 : 


Snper-tax — conid. 

partners in, liable .... 

partners, non-resident, liability of re- 
sident partners for tax due on 
share of 

credit to be given for tax so deducted, 
in assessing agent. 

liability restricted to tax on share 

firms, unregistered, liable as indivi- 
duals ...... 

partners liable if firm not taxed 
partners not liable if firm taxed 

Hindu Undivided Family, taxed as in- 
dividual, member not taxable on share 
whether family taxed or not 

shareholders in companies, liable on 
dividends 



yioipal officer of company to deduct 
Tax on dividend of non-resident 

credit to be given for sum so deducted 
in assessing agent .... 

refimd not admissible 
tax, inadmissible deduction from tax- 
able income ..... 


tax, payable direct, not by deduction 
(except in the case of non-resident 
shareholder and on payments of 
accumulated balances of recognised 
provident funds to employees) . 


total income, defined .... 

Suspension of collection (see “Eecovery of tax, 
suspension of ”). 

Tax (see ‘ ‘ Allowances,” “ Deductions from tax,” 
Double income-tax). 

Tax-free securities (see “ Securities ”). 

Tea- 

profits from the manufacture of, taxable 
taxable profits — ^how to be determined . 


S. 14 [2) (6), 58 [1), P. 10. 
(2), 98. 

S. 57 (i), P. 99. 

S. 67 (5). 

S. 57 {!), P. 99. 

S. 66, P. 10 (2), 98. 

S. 56, Prov., P. 64, 98. 

S. 66, Prov., P. 10 {2), 98. 

S. 14 (i), 16 {!), 60, P. 
11, 54, 98. 

S. 14 {2), 55, 58 (I), 
P. 98. 

S. 57 {2), P. 99. 

S. 57 (5). 

S. 48 (2), 58 (2), P. 98. 
P.40. 


S. 57 (2), 58 {2), 58-H., 
P. 11. 

S. 56, P. 11, 98. 


P. 2. 

E. 24, P. 2. 
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Total income, definition of, fox income-tax . 

for refunds, non-resi- 
dents 

for super-tax 

Trade Commissioners in India, salary of, exempt . 

Tramp steamers (see “ Sliipping, Occasional ”). 

Tramways, Electric, depreciation on • 

Tramways (other than electric tramway), assess- 
ment of, allowances — depreciation, obsoles- 

cence, repairs — actual expenditure — option to 
substitute 

Tramways in mines, depreciation on . 

Treasuy bills, tax not deducted from yield of. 

Trustee, liability of, for beneficiary 
indemnification of . 


S. 2 (15), 16, P. 11. 

S. 48 (4), P. 92. 

S. 66, P. 11, 98. 

P. 17. 

P. 46. 


P. 18, 46. 

P. 46. 

P. 23, Illustration { 4 ), 60. 
S. 40, P. 86, 85-A. 

S. 66. 


may be called on to furnish list of benefi- 
ciaries . . . . . . S. 38. 


(official). (See Official Trustee.) 


Trusts, (see Charitable institutions, Charitable pur- 
poses) P. 19. 

Trusts, mixed, enquiry into application of income . P. 19. 

proportion of expenses of manage- 
ment allowable . . • . P. 19. 
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Turn-over, assessment on basis of percentage on . R. 33, 34, P. 87. 

Unexpired risks, sums placed to reserve for, by 
Insurance Company, treated as Expendi- 
ture R. 29, P. 107. 

United Kingdom, income-tax paid in, deduction in- 
admissible . . . . P. 63. 

income-tax, meaning of, and ex- 
cess profits duty . . . S. 49 (2) (c), P. 93. 

United Kingdom income-tax, relief in respect of 

double taxation ; . . . . . S. 49, P. 93. 

United Kingdom, leave allowance, salary or pen- 
sion of officers paid in, exempt . • . P. 17 { 21 ), { 26 ). 

of private employees, paid in, when exempt P. 27. 

Universities. (See Exemptions.) 

Urban areas, rent of vacant lands in, when liable to 

tax (under other sources) . . . . P. 29. 
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Vacancies, allowance for 

inadmissible in respect of property re- 
served for owners’ occupation . 

Vacant land (see “ Urban areas/’ above). 
Verifications, assessee bimseK must sign 
- Victoria Cross, allowance attached to, exempt 
Wasting assets, depreciation on, inadmissible 

Witnesses, summoned under Section 37, scale of 
diet money and travelling expenses 

Women, married, separately assessable 

Wound and injury pensions, and gratuities. (See 
Exemptions.) 


S. 9 (i) (m), P. 35. 
P. 35. 

P. 71.^ 

P. 17 (d). 

P. 46. 

P. 69. 

P. 103. 





